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Mr. Controller... 
Is Insurance Your Responsibility ? 2 


“Are there any exposures with inadequate liability protection?” “Are our fidelity limits * 
still realistic today?” “Is our property coverage sufficient to avoid coinsurance penalty?” 7 

° e A ° 0 
There’s no end to the questions posed by a corporate insurance program, whatever its size. ae 


If you are responsible for the answers, on top of other duties, you may find insurance 
decisions increasingly difficult and time consuming to make. Why not avail yourself of the 
advice and facilities of J&H? Our international network of offices includes: 


LC 


specialists in every kind of insurance to advise on the choice of complete, economical coverage 
safety and fire protection engineers to suggest ways to reduce premiums by removing hazards sé 
rate analysts to supervise costs at all times... and experts to help speed claim settlement 
actuaries and qualified consultants to help set up and check employee benefit programs 





For insurance protection geared to the specific needs of your organization, draw upon the 
resources of J&H—since 1845, the most experienced insurance brokerage firm in the f b 
Western Hemisphere. 


JOHNSON & HIGGINS 


INSURANCE BROKERS—AVERAGE ADJUSTERS 
EMPLOYEE BENEFIT PLAN CONSULTANTS 


63 WALL STREET - NEW YORK 5 


Chicago + San Francisco + Los Angeles + Detroit + Cleveland + Philadelphia + Pittsburgh + Buffalo + Seattle 
Wilmington + Minneapolis + Atlanta + Vancouver + Winnipeg + Montreal + Toronto + London + Rio 
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de Janeiro + Sao Paulo + Curitiba + Belo Horizonte » Caracas + Maracaibo + Puerto La Cruz + Buenos Aires 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 


1. To establish, coordinate and admin- 
ister, as an integral part of management, 
an adequate plan for the control of opera- 
tions. Such a plan would provide, to the 
extent required in the business, profit plan- 
ning, programs for capital investing and 
for financing, sales forecasts, expense budg- 
ets and cost standards, together with the 
necessary procedures to effectuate the plan. 


2. To compare performance with operat- 
ing plans and standards, and to report and 
interpret the results of operations to all 
levels of management and to the owners of 
the business. This function includes the 
formulation and administration of account- 
ing policy and the compilation of statist1- 
cal records and special reports as required. 


3. To consult with all segments of man- 
agement responsible for policy or action 
concerning any phase of the operation of 
the business as it relates to the attainment 
of objectives and the effectiveness of pol- 
icies, organization structure and procedures. 


4. To administer tax policies and pro- 
cedures. 


5. To supervise or coordinate the prepa- 
ration of reports to governmental agencies. 


6. To assure fiscal protection for the as- 
sets of the business through adequate in- 
ternal control and proper insurance cover- 
age. 


7. To continuously appraise economic 
and social forces, and government influ- 
ences, and interpret their effect upon the 
business. 
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HAPPY HAPPY NEW YEAR! 


(A round-up of our Christmas mail) 


DID SANTA BRING YOU ONE? 


Editors, THE CONTROLLER: 

From time to time as a reader of THE 
CONTROLLER I have seen items about 
how many controllers have risen to the 
office of president. In perusing the No- 
vember 17, 1960 issue of the Wall Street 
Journal my eye strayed with wishful 
thinking to the full-page ad for the Rolls- 
Royce captioned with the provocative 
question: 

Should every corporation buy its 

president a Rolls-Royce? 


and subcaptioned: 


There is much to be said for it. It 
is a prudent investment. It en- 
hances the public image of the 
company. And rank is entitled to 
its reward. 


Thus intrigued I was led into the para- 
graphs of “‘copy.”” In the 32nd line (yes, 
it was good copy—lI stayed with it) I 


stopped eating my lunch sandwich and 
dreamed—but good. There in the staid 
Rolls-Royce “pitch” were these amazing 
paragraphs: 


Your president will live longer 


Send the Rolls-Royce to fetch your president 
from his home every morning; he will reach the 
office in better shape. During the day, emanci- 
pate him from waiting for taxis on_ street 
corners. At night, send him home in the Rolls- 
Royce—he can do his homework on the way, 
or take a nap. Do these things, and your presi- 
dent will be a better president. He will also 
live longer. 

Various degrees of optional equipment en- 
able the Rolls-Royce to be ued as a mobile 
office. The executive can dictate letters and 
reports while traveling. He can shave, wash, 
brew coffee and telephone his office. 


Free from exhibitionism 

An executive's car, like his office, un- 
doubtedly influences public opinion toward his 
company. The Rolls-Royce implies taste, con- 
servatism and a regard for quality. Of all 
luxury cars, it is the least exhibitionistic. Said 
the head of an electronics company in Con- 
necticut: 


CAN YOU HELP? 


Editors, THE CONTROLLER: 


I read of the offer by J. B. Cook to give a file of THE 
CONTROLLER in the June 1960 issue which I only received 
some days ago. As I am preparing a doctorate concerning 
controllership in European business, and, on the other hand, 
our firm is trying to apply American principles in this field, 
the offer greatly interested me, though I suppose I am late 
to benefit from the advertisement. 

As a matter of fact, I did not succeed in finding old cop- 
ies in several university libraries, THE CONTROLLER being 
practically unknown in our country. If perchance some 
other reader would be willing to send me old copies, this 


would greatly oblige me. 


JOHAN F. DE SMET 
Marie-Joselaan, 8 
Berchem-Antwerpen 
Belgium 
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"The Rolls-Royce has the qualities we way 
people to associate with our company—¢. 
ficiency, precision, attention to detail. N, 
other car so closely approximates our owy 
engineering thinking.” 


A source of contentment 


There is satisfaction in owning such an ey. 
quisite piece of machinery. To handle a Rolls. 
Royce, to look at it, even to smell its leather, 
are pleasures which the executive of a success. 
ful company should not be denied. 


At this point I tore out the sheet to 
hang above my desk—“executive incen- 
tive’ I think your journal calls it in your 
articles—and thinking many of your read. 
ers ‘“‘on the way up” should know about 
this “Cloud 9” car (the real name js 
Silver Cloud II—$19,185 P.O.E.—(Port 
of Entry) ) if they missed this particular 
ad, I am sending the pertinent paragraphs 
to you for the ‘‘Correspondence’’ columns, 
It’s something to work for, boys! 


CFS 
New York 





DO YOU AGREE or do you dis- 
agree with an article in this month's 
issue? Your fellow readers will be 
interested. Naturally, letters to the 
editor must bear the writer’s signa- 
ture and address; these will be 
withheld on request. The Editors 








CONFLICT OF INTEREST 


We were interested in this letter which 
might become a pattern for your company 
next year come the usual worries about em- 
ployes—their annual parties and gifts. 


Dear Sir: 


Recently a great deal of attention has 
been given to ethics and morals in Ameti- 
can society. Certainly, as a result of the 
publicity given to the questions of integ- 
rity and honesty in business affairs, there 
has been a growing realization that fun 
damental ethical problems exist at all 
levels in society and business. 

The Christmas gift problem is a fa 
miliar example of how generosity and the 
best of intentions can be misdirected s0 
that the basic ethical relationship between 
buyer and seller is questioned. We now 
feel the only solution to gift giving in the 
business situation is one of ‘‘zero toler- 
ance” where no gifts are exchanged. 

We are convinced the most damaging 
attitude towards Purchasing and Subcon- 
tracts would be one where suspicion exists 
that questions the motives of these depart: 
ments. Your pH to express corporate 
feelings of friendship may be miscon- 
strued and thus cast doubt on the over-all 
integrity of the departments. Certainly 
this result is the exact opposite of the 
original intention. 

Therefore, recognizing the sensitive as- 


(Continued on page 6) 
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. .. you can profit from MAC Control Panels’ and Wires’ superior construc- 
tion features, lower cost and prompt service. Thousands of tabulating instal- 
lations throughout the United States (and several foreign countries) have 
relied on MAC Panels and Wires to complete their new applications. Thirty- 





five of the thirty-six largest industrial corporations in the U. S. are MAC Panel 


customers. Write, wire or call today. Catalog on request. 


MAC PANEL COMPANY, High Point, North Carolina 


Representatives throughout the United States, in Canada, Latin America and Europe 










simplify payroll accounting 


How? With an automatic Cincinnati Paymaster that gives you 
exclusive “Quick Audit’’ printing for easy, direct subtraction... 
and two-color printing that highlights irregular registrations. 









What's more, the Paymaster uses all makes of time cards . . . 
integrates with existing systems and provides automatic time 
signaling control. Plus, the Paymaster is jam proof and self- 
corrective for minimum maintenance. Get the full story from 
your Cincinnati representative, or send for descriptive literature. 


“If it’s about time .. . call for Cincinnati’ 
e & @ TIME RECORDER CO. 


1735 Central Ave. 
Cincinnati 14, Ohio 







Gentlemen: 
Please send literature about New Model 8000 Paymaster 


Name Title 
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pects of the procurement function, we ask 
you not to embarrass us with any gifts this 
Christmas season. These gifts, whether 
sent to the plant or the employe’s home, 
will be returned. Perishable items, such 
as fruit or food, will be turned over to 
charitable institutions. 

We need your help in eliminating this 
problem. The atest 4 is clear. Do not 
send Christmas gifts to ITT employes. 


R. BRUCE 

Manager of Purchasing and Subcontracts 
ITT Federal Division 

Fort Wayne, Indiana 


We have a serious article re conflict of 
interest on page 38 of this issue and, of 
course, you have by now read about a 
former controller (see page 52) divesting 
himself of $3 million income upon joining 
the Government? 


A SAFE ONE FROM OUR ENGRAVER 

















We have for a decade or more always 
had the pleasantest of relations without 
gifts—just good work by Mohawk! 


SQUARE. ROOT OF CHRISTMAS 


a \icof aa} 
2, goyd (w,s{nj*+s) (1960) 
n=a ‘ _|max 
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For the truly pure of heart we recom-§ 
mend this pristine mathematical formulay 
free of conflict and full of interest (a fewy 


man-hours were lost here figuring it out). 
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The original arrived in rainbow colors from 
Vance Weaver Composition, Inc. in Newt 
York. We'd like to enter it as a fitting re-§ 
ply to the computer which, when last heard 
from, was beeping out Christmas carols to} 
the accompaniment of whirring tapes and 
flashing lights. —The Editors 
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LITTLE BOUQUETS ... 


(on a subscription renewal blank) 
“The best—keep it that way!” 


(on a subscription blank) 

“One of my reasons for subscribing 1s 
seeing the name of Robert Beyer as co- 
author of an article in the November 
1960 issue. Bob and I worked together at 
his former CPA firm. It would be ap- 
preciated if I could have the November 
1960 issue to start—two of the articles 
are of timely importance to us.”’ 


CSC—Illinois 
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Launching a three-way examination of business 
education, Duncan |. McFadden (standing), di- 
rector of finance for Stanford University, in- 
troduced the panel of which he was chairman at 
Controllers Institute’s 29th Annual Conference. 


(Left to right seated) Thomas H. Carroll, presi- 
dent of George Washington University, who dis- 
cussed the shortcomings of the business school 
system; Richard H. Donham, dean of the School 
of Business at Northwestern University, who pre- 





















sented the business school viewpoint; and rep- 
resenting the employer, Hans C. Todt, comptrol- 
ler of Bristol Laboratories Division of Bristol- 
Myers Company, who is chairman of the Education 
Committee of Controllers Institute of America. 


The Challenge to Business Education 


NEW HORIZONS IN EDUCATION FOR BUSINESS + Thomas H. Carroll 


A symposium 

on the relationship 
between business and 
education today 


and tomorrow 


Thomas H. Carroll 
Hans C. Todt 


Richard Donham 


presented at the 29th Annual Conference 
of Controllers Institute of America in 
October 1960 in San Francisco, California 






HE CHANGES that have taken place in 

business education in recent years 
seem nothing short of revolutionary and 
there is no person in the business firm 
whom these changes affect more than 
the controller. For many of the chang- 
ing concepts of the functions of man- 
agement center around the office of the 
controller. The controller’s function is 
no longer restricted to routine finan- 
cial operations. It is in the process of 
expanding into a key role in coordina- 
tion of the multitude of planning opera- 
tions that are taking place in all the 
functional aspects of the firm’s activity. 

This development has occurred as the 
natural result of the fact that planning 
requires integration of all the financial 
aspects of the firm’s operations. The 
controller now is, or should be, the full- 
fledged coordinator of planning for re- 
sponsible management. 


THE CONTROLLER.............. 


In order to realize this potential most 
fully, however, he must be alert to the 
many new developments now going for- 
ward in all the functional aspects of the 
firm. He should also be alert to the rele- 
vant developments in education. 

It is therefore fitting that we examine 
the present status and horizons of busi- 
ness education and consider what are 
likely to be the functions and responsi- 
bilities of the business school of the 
future. 

Business education is currently in a 
transitional stage from the predomi- 
nantly vocational orientation of the 
past to a truly professional status in the 
future. The present stage comes after a 
decade or more of ferment and is a pro- 
pitious time for each school of business 
administration to evaluate its own aims 
and programs. 
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THE GROWTH 
OF BUSINESS EDUCATION 


Higher education for business is pri- 
marily an American phenomenon. The 
first collegiate school of business was 
established at the University of Pennsyl- 
vania in the 1880's. In the ensuing dec- 
ades, this nation witnessed a spectacular 
growth in business education. Today 
nearly one graduating college senior in 
seven is a major in business and some 
600 institutions of higher learning have 
schools or departments of business ad- 
ministration. 

These have emerged over the course 
of time from a variety of backgrounds 
to serve a variety of needs. Many were 
designed primarily to train graduates 
for careers in accounting; others were 
offshoots of the department of economics. 
A few were oriented towards prepara- 
tion for positions of general adminis- 
trative responsibility. Although they all 
had a common objective of providing 
training for business careers, there was 
a wide diversity of means utilized in ap- 
proaching that end. 

Over the course of time, business edu- 
cation became increasingly characterized 
by curricula that dealt with business 
subjects in a narrow, vocational way. 
Typically, the courses were of a practi- 
cal mature; they stressed training for 
prevailing business practice. All too 
often, the training was out of date by 
the time the student had a chance to ap- 
ply it. It is now widely recognized that 
how-to-do-it techniques are more prop- 
erly a part of on-the-job training. More 
serious, however, is the fact that the 
proliferation of vocational courses in 
the college curriculum all too often 
crowded out the broader and more 
fundamental studies which contribute 
so much to the breadth of knowledge 
and qualities of mind that are essential 
for advancement beyond routine posi- 
tions. 

The Ford Foundation has concerned 
itself with these and other problems of 
business education since 1954, when its 
Program in Economic Development and 








Administration was established. As part 
of that ongoing program, the Founda- 
tion commissioned, in 1957, a compre- 
hensive survey which was conducted 
over a three-year period by Robert A. 
Gordon of the University of California 
at Berkeley with the assistance of James 
E. Howell, now of Stanford University, 
and others. A complementary study of 
education for business was carried on 
simultaneously under the supervision of 
Professor Frank Pierson of Swarthmore 
College, with the financial support of 
the Carnegie Corporation. 

The study group re-examined the or- 
ganization and functioning of business 
firms for the express purpose of estab- 
lishing on a modern basis the range of 
activities and responsibilities involved. 
It devoted a considerable period of 
time to a critical investigation of the 
varieties of business education presently 
offered in colleges and universities and 
its report was published in 1959. 

The report is not an official expres- 
sion of the thinking of the trustees, 
officers, or professional staff members 
of the Ford Foundation but the Founda- 
tion hopes that through broad dissem- 
ination and discussion of the study's 
findings, a constructive contribution 
will be made to the future development 
of business education. 


WEAKNESSES AND NEW APPROACHES 


Of the major weaknesses emphasized 
in this study of the present state of 
business education, there are three that 
should be of particular interest to fi- 
nancial-management executives. Gordon 
and Howell conclude that, except for a 
relatively few institutions, business 
schools are presently characterized by 
(1) an excessively narrow and voca- 
tional approach, (2) a failure to incor- 
porate in their programs training in the 
fundamental disciplines relevant to the 
professional field, and (3) an absence 
of orientation towards research. 

On the basis of these findings, recom- 
mendations for improvement have been 
made. These represent the pattern that 


THOMAS H. CARROLL, recently elected president of the 
George Washington University, Washington, D. C., was 
formerly vice president of the Ford Foundation where he 
supervised its Program in Economic Development and Ad- 
ministration and its Program in Aging. A graduate of Uni- 
versity of California, with a M.A. and Ph.D. in Business 
Administration from Harvard University, he has served 
as dean and professor of the College of Business Admin- 
istration, Syracuse University, and of the School 
Business Administration, University of North Carolina. 


of 
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is already in existence in the leading 
schools and is spreading fairly rapidly, 
But the pattern is not characteristic of 
the field, especially at the undergraduate 
level, even though some of our aca. 
demic Pollyanna friends would like to 
think it so. 

In short, a major re-appraisal of busi- 
ness education is now in progress. It is 
up to each institution to determine the 
optimum curriculum in terms of its own 
requirements, resources and opportuni- 
ties. No single curriculum can serve 
with equal success all the business 
schools of the nation. 

What are some of the new approaches 
that will probably characterize business 
education in the 1960's? First, there is in 
process, and likely to continue, a move- 
ment in the direction of less specializa- 
tion. The tendency is to substitute for 
the multiplicity of specialized courses, 
a few basic courses dealing with broad 
areas of managerial decision-making. 
Courses in administration and organiza. 
tion, economic analysis, and quantita- 
tive methods form the essentials of the 
new curriculum. For example, quantita- 
tive methods subsume separate courses 
in accounting, budgeting, forecasting, 
reporting statistics, quality control, re- 
cording and operations research. 

The precise content of the so-called 
core curriculum will depend upon the 
level and purpose of the particular pro- 
gram. The appropriate curriculum for 
an undergraduate program will be dif- 
ferent from that for a post-bachelor 
level professional program. At the un- 
dergraduate level, the curriculum for a 
busimess major in a liberal arts college 
will be different from that for a student 
enrolled in a business school. At the 
“graduate” level the master’s program 
will be different for an institution that 
requires an undergraduate preparation 
in business from one that requires, or 
at least recommends, an undergraduate 
preparation in the liberal arts or in a 
broadly based program in engineering, 
and few of them there are. 

It should be a truism that all under- 
graduate programs concern themselves 
with providing a liberal education. It is 
the conviction of the Ford Foundation 
that this aim can be approached cre- 
atively either in a liberal arts college or 
in a professional school of business, and 
accordingly, the Foundation has sup- 
ported experimental efforts to integrate 


business and the liberal arts both within § 














the framework of liberal arts colleges 


and schools of business. 


For example, at Grinnell College new f 
courses in business administration have © 
been developed which are specifically § 


designed for a liberal arts setting. For 
students who plan to enter a business 
career, the economics faculty offers 4 
series of five courses: Accounting, the 
capital market, industrial organization, 
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administration, and the business enter- 
prise. The courses are liberal in every 
sense and each is considered to be an ap- 
propriate elective for the student who 
does not plan a business career as well 
as for the student who does. 

An experiment in the integration of 
business and nonbusiness courses within 
the context of an undergraduate busi- 
ness school is going forward at North- 
western University. The curriculum is 
being revised in the direction of a 
greater emphasis on a liberal education 
than is the case with any other under- 
graduate business school. Under the 
new program, the undergraduate stu- 
dent at Northwestern may even elect a 
nonbusiness field as his principal area 
of concentration. Four interdisciplinary 
courses have been developed and are 
required of all business students: Quan- 
titative controls, human relations, busi- 
ness problem analysis and reports, and 
competition of ideas in a business so- 
ciety. 


ALL COURSES CAN BE “LIBERAL” 


The present standards for member- 
ship in the American Association of 
Collegiate Schools of Business require 
that at least 40 per cent of the curricu- 
lum for the bachelor’s degree be taken 
in subjects other than business and eco- 
nomics. Gordon and Howell recom- 
mend that this requirement be increased 
to not less than 50 per cent. Most of 
the outstanding schools now meet this 
recommended level. 

But numerical requirements are not 
the important element. What is impor- 
tant is that the business and nonbusiness 
courses in the curriculum be equally 
broad in outlook and equally rigorous 
in analytical content. The manner in 
which a course is taught will have a 
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great bearing upon its liberalizing ef- 
fects upon the student, whether it be a 
course in English or in Business Law. 

At the post-bachelor level the busi- 
ness administration program is not 
faced with the necessity of providing a 
liberal education as such, for this is the 
function of undergraduate education. 
The principal objective of the master’s 
degree is to provide a suitable prepara- 
tion for a business career. A greater 
amount of specialization is in order, but 
the danger of excessive specialization is 
still present. 

Most leading thinkers in the field ap- 
pear to be in agreement that prepara- 
tion for a specific job is out of place 
and should be scrupulously avoided. 
The objective of the master’s program 
should be rather to provide the funda- 
mental knowledge that will be useful 
in more than one phase of business, for 
different business needs as they emerge, 
and for the continuous development of 
the individual over the years of his busi- 
Ness career. 


The curriculum appropriate to this 
objective depends upon whether under- 
gtaduate preparation in business sub- 
jects is a prerequisite. Technically speak- 
ing, a degree which prepares for business 
practice and which does not build on an 
undergraduate base in the same field is 
not a graduate degree. It is a professional 
degree, comparable, say, to the bachelor 
of laws. Many master’s programs are es- 
sentially of this type. 

Recognition that many so-called grad- 
uate courses are misnamed should serve 
to reduce the criticism that they are no 
more advanced than their undergradu- 
ate counterparts. Even the most vocifer- 
ous exponents of undergraduate pro- 
grams will agree that the M.B.A. 
graduate who has previously pursued a 
liberal arts course as an undergraduate 
is a better potential person for a busi- 
ness or an accounting firm than the stu- 
dent who has taken courses in the same 
business fields as an undergraduate at 
the inevitable expense of breadth of 
knowledge in other fields. 

If the proper focus of the post-bache- 
lor level curriculum is training for the 
practice of business, rather than the study 
of business for the general education of 
the student, how may this best be 
achieved ? Let me quote from the Gordon- 
Howell report: 


Building on our earlier analysis and the 
substantial consensus that already exists, 
we recommend a core that would cover, in 
one way or another, the following areas: 
Administration, organization, and human 
relations; managerial economics; accounting 
and statistics; some or all of the functional 
fields (finance, marketing, etc.); national 
income, business fluctuations, economic 
growth, and forecasting; the legal, political 
and social framework of business, with 
considerable emphasis on historical devel- 
opments; and business policy. 


The field of personnel management may 
be covered under organization, adminis- 
tration, and human relations. Similarly, 
statistics and accounting may be brought 
within the broader scope of quantita- 
tive methods. 


BASIC CONCEPTS AND TOOLS 


A second feature of the new curricula 
is that they are becoming increasingly 
rigorous in content. The how-to-do-it 
approach is being abandoned. Instead, 
the emphasis is placed on providing 
training in the fundamental analytical 
tools that are essential to the solution 
of a wide variety of business problems. 
The new experimental master’s program 
at the University of Kansas is an ex- 
ample. This is a bold and ambitious 
program which breaks with traditional 
methods and incorporates some of the 
new concepts in their most advanced 





form. The first year program is to be 
devoted entirely to the study of the be- 
havioral sciences, economic analysis and 
quantitative methods. It is designed to 
provide a grasp of the basic concepts 
and tools of business administration. 
The second year of the program is con- 
ceived of as the “applied” year, in 
which the knowledge gained in the first 
year will be used in courses in produc- 
tion, marketing, finance, and organiza- 
tional behavior. 

To a large extent the changes now 
taking place in business education are 
the result of ideas developed in doc- 
toral programs during the past few 
years. These doctoral programs are di- 
rected toward preparation for teaching 
and research in business administration, 
rather than for the practice of business 
as such. New ideas developed at the 
doctoral level will inevitably have an 
impact on the fundamental character of 
future business education and ultimately 
on business practice. For these reasons, 
special importance attaches to current 
trends in doctoral programs. 

The notion that the doctor's degree in 
business is a teaching and research de- 
gree is in itself a considerable step for- 
ward. Before World War II it was most 
commonly treated as simply an ad- 
vanced professional degree, desirable 
for, but not in any way essential to 
either the practice of business or teach- 
ing. We now recognize that the doc- 
tor’s degree is just as important for the 
business faculty member as it is to his 
university colleagues. 

Business experience, either in a prac- 
ticing or in a consulting capacity, is also 
valuable for the business faculty mem- 
ber. The ideal business faculty member 
should have both scholarship and ex- 
perience, but we should never confuse 
the contributions of each. They are not 
interchangeable. 


A NEW KIND OF RESEARCH 


The concept of research in business 
administration is in the process of un- 
dergoing a radical change. Studies of 
the operations of business firms go back 
to the late 19th century but they were 
generally descriptive or historical rather 
than analytical. Such research is of value 
only in transmitting knowledge and un- 
derstanding of business practice. 

Research that is basic—in the sense 
that it involves a continuing search for 
new approaches, new ideas, and new 
methods or new combinations leading 
to new knowledge—originated with Fred- 
erick Taylor and the scientific manage- 
ment movement in the 1920's. By apply- 
ing the methods of scientific research to 
problems of the worker and his job, a 
number of important discoveries were 
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achieved, principally by breaking down 
the job into its component parts and by 
time and motion studies. In the 1930's 
another phase of research in industry 
was developed by Elton Mayo and his 
associates at Harvard. Their research, 
based on experiments at the Western 
Electric Company by a combined team 
from the company and the University, 
was the origin of the field which has 
come to be known as “human relations 
in industry.” 

Basic research has been greatly strength- 
ened in recent years through the more 
effective use of quantitative methods. 
There has been a marked increase in the 
use of mathematics and statistics both 
as an aid to decision-making in indus- 
trial operations and as a powerful tool 
for research on the business firm. We 
now take sample surveys and market re- 
search for granted. It is easy to forget 
that their use was virtually unknown a 
few decades ago. 

Similarly, the application of sampling 
methods to accounting problems is now 
coming into widespread use. Scaling 
and psychological measurement, opera- 
tions research and simulation of com- 
plex organizations are among the newer 


BUSINESS AND BUSINESS EDUCATION 


HE IDEA behind the title of this series— 

“The Challenge to Business Education”’ 
—is as provocative as it is timely. But 
just in case anybody thinks that the 
challenge is one to schools of business 
only, let’s dispel that illusion at the out- 
set. This challenge is of at least equal 
importance to business. 

Why? 

Unless competence in management is 
developed which will enable business 
to solve the many complex problems of 
the future, then business will find it 
difficult to grow. And, whatever im- 
provements in business education are 
made, they will not really bear fruit 
until such time as the students assume, 
years hence, the responsibilities of man- 





: A JOINT VENTURE - Hans C. Todt 





techniques which are finding increasing 
application to business problems. Some 
of these methods are feasible, of course, 
only with the use of high-speed com- 
puters. 


PAST ACCOMPLISHMENTS 
AND FUTURE GOALS 


The new behavioral and quantitative 
methods appear to be in the process of 
transforming the study of business ad- 
ministration from an essentially de- 
scriptive to a more rigorous, scientific 
approach. The impact of the new devel- 
opments on teaching methods is al- 
ready apparent. Formidable new weap- 
ons have been added to the teaching 
arsenal to serve along with the case 
method that was designed to develop 
orderly, analytical, problem-solving abil- 
ity. Chief among them is the “business 
game,” which simulates business situa- 
tions with or without electronic com- 
puters; it adds dynamic dimensions to 
problem-solving. Other methods in- 
clude role-playing, laboratory experi- 
mentation, and other forms of simula- 
tion. Against these gains, one of the 
most disappointing aspects of business 
education has been the notable failure 


agement. Therefore, it is not too soon 
for business to assume its full responsi- 
bility in the improvement of business 
education. 

Industry as a whole has already shown 
a tremendous interest in this matter of 
education and has buttressed its interest 
with substantial financial contributions. 
But there are always companies which feel 
that this support is largely the responsi- 
bility of the large corporation. This is 
obviously fallacious thinking. All of us 
have an important stake in business edu- 
cation. The Gordon-Howell report has 
something to say about future demands on 
every businessman: 

In the decades ahead [he] will need a 
higher order of analytical ability, a more 


HANS C. TODT, comptroller of Bristol Laboratories, 
Division of Bristol-Myers Company, Syracuse, N. Y., is 
a graduate of New York University (B.S.) and Syracuse 
University (M.B.A.). He is a CPA (State of New York). He is 
chairman, Committee on Education, Controllers Institute; 
vice president, American Accounting Association; member 
of the Advisory Board, Institute of Accounting, Colum- 
bia University; of the Board of Nominations for the Ac- 
counting Hall of Fame; and of the Educational Relations 
Committee of the Manufacturers Association of Syracuse. 
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to combine business and public admin. 
istration in a really effective way. There 
are a few schools of so-called business 
and public administration. They gen- 
erally operate two quite separate pro- 
grams. What is still needed is their ef- 
fective combination in one curriculum 
with resultant mutual impact and in- 
creased professional understanding. 

We seem to be clearly on the thresh- 
hold of great changes in both education 
for and the practice of business admin- 
istration. As these new concepts spread, 
they can and should be adapted and im- 
proved, as new ideas, not yet on the 
horizon. 

It is a solemn responsibility of the 
educators to maintain, even increase, the 
momentum that business education has 
now achieved. It will require adherence 
to rigorous standards of teaching in all 
our colleges and universities and full 
support of basic research by both educa- 
tion and business. 

Only in this way will business educa- 
tion justify itself as the dynamic force 
that will enable business to make its 
maximum contribution to national and 
world-wide economic and social well- 


being. 








sophisticated command of analytical tools, 
a greater degree of organizational skill, a 
greater capacity to deal with the external 
environment of business, and more of an 
ability to cope with rapid change than has 
been true in the past. 


Quite an order! Everyone will surely 
agree that schools of business adminis- 
tration are going to find it difficult to 
fill these requirements unless business 
helps them in this gigantic undertak- 
ing. 

In endeavoring to answer the ques- 
tions, what does business expect from 
the educator and how can business help 
the educator, let’s cover the three major 
ingredients of an education—students, 
curriculum, and faculty. I have pur- 
posely left out facilities (buildings) be- 
cause all the politicians tell us that the 
government will provide these. 


INTERESTING THE STUDENT 
IN ACCOUNTING 

We can readily agree that business 
needs an adequate supply of well-edu- 
cated personnel, both now and in the 
future. However, current statistics indi- 
cate that fewer students are selecting 
business education as their course of 
study. 

A recent survey by the School of Busi- 
ness of UCLA (Journal of Accountancy, 
August 1960) revealed that “one half 
of the respondents indicated that a first 

(Continued on page 14) 
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Why Offset Paper Masters 


by Xerography ? 


What's xerography? 

A dry, clean, fast, electrostatic copying proc- 
ess that economically prepares offset paper 
masters for duplicating. You can enlarge, re- 
duce, or copy size to size. Original may be any- 
thing written, printed, typed, or drawn. Equip- 
ment used is called XeroX® copying equipment, 
made by Haloid Xerox Inc. 


Is XeroX copying equipment easy to operate? 

Yes. Three simple steps: exposure, dry proc- 
essing, and dry transfer. Within a few minutes 
anyone can learn the operation. No original is 
too hard to handle. There are no critical expo- 
sures or temperatures; therefore, waste of mate- 
rials from wrong exposures is negligible—al- 
most impossible. 


How about quality? 

Superb. Often it’s hard to tell copies from the 
original. That’s why many office-service and en- 
gineering-reproduction departments use XeroX 
copying equipment exclusively for the prepara- 
tion daily of hundreds of offset paper masters. 


Can a copy ever be better than the original? 


Yes. Copies of dog-eared and cracked engi- 
neering drawings, carbons of bills of lading often 
look far better than the originals when the 
masters are prepared by xerography. 


What about costs? 

Costs are surprisingly low. There are many 
reasons: xerographic materials cost only a few 
pennies per master. No special offset paper mas- 
ters are required and none are wasted. Opera- 
tor’s time is lower because there are no critical 
adjustments for exposures. The more you need 
offset paper masters, the more you’ll save by 
xerography over any other method. 

Equipment available on low monthly rental, 
purchase, or metered cost per copy plan de- 
signed especially for low volume users. 


No wet chemicals? 
None whatever. No peel-apart either. And, of 





course, there’s no changing of chemicals—no 
“KP” for an office girl at today’s higher salaries. 


How about length of runs? 

You get much longer ‘runs from masters pre- 
pared by xerography. Because of their durabil- 
ity, xerographic images do not break down from 
wet chemicals, thus last longer, and produce 
much lengthier runs—5,000 and 10,000 copies 
are not uncommon. 


Do masters have to be ‘‘hardened”’ after prepara- 
tion by xerography? 

No. They are ready immediately for the du- 
plicator and, unlike photographically prepared 
masters, they don’t require remoistening to pre- 
vent fill-in if the machine stops during the run. 


Any need of a darkroom? 
None. XeroX copying equipment is operated 
in full roomlight. 


Will XeroX copying equipment make other types 
of duplicating masters? 

Yes, xerography is the world’s most versatile 
copying process. XeroX copying equipment al- 
so prepares translucencies for diazo-type dupli- 
cators, spirit masters for spirit duplicators, and 
metallic masters for offset duplicators. 


Who uses xerography? 


Most of the best known companies in Ameri- 
ca and Canada—and nearly all government 
agencies where duplicating is required. 


Where can | find out more about xerography and 
offset duplicating? 

Write today for our XeroX copying equip- 
ment brochure. It shows you how to speed pa- 
perwork duplicating and save thousands of dol- 
lars yearly by xerography. Haloid Xerox Inc., 
61-121X Haloid St., Rochester 3, N. Y. Branch 
offices in principal U. S. and Canadian cities. 
Overseas: Rank-Xerox Ltd., London. 


HALOID 
XEROX 








serious interest in accounting as a field 
of specialization had been created in 
high school; the remaining one half in- 
dicated that their interest came only 
after they had entered college.” 

It would appear, therefore, that there 
are at least two stages at which steps 
should be taken to urge students to se- 
lect business as their field of study— 
namely, the high school period and the 
college period. 

Well, how can business help direct stu- 
dents to accounting and related subjects 
in high school? First, by working through 
the Control Education Committees of 
Controllers Institute of America or 
some similar group, either as a speaker 
on Career Day or by personal coun- 
selling. 

(A very interesting development in 
which the CIA Committee on Education 
has taken a leading part is in the for- 
mation of the “Joint Council on Inter- 
esting Students in Accounting” by rep- 
resentatives of CIA, AAA, AICPA, 
NAA, and the IIA. A program of joint 
cooperation is now being developed in 
which all these professional organiza- 
tions will join forces for the first time. ) 

Now, assume that we have been suc- 
cessful in our objective of interesting the 
high school student in accounting and 
that he enrolls in a business school. How 
can he be shown continued interest during 
his college days? What is called the “In- 
ternship Program” offers such an op- 
portunity. 


THE INTERNSHIP PROGRAM 


One of the complaints of business is 
that college graduates lack comprehen- 
sion of work situations in a business of- 
fice. The Internship Program is a plan 
whereby students may gain working ex- 
perience under suitable guidance. It of- 
fers students better preparation and 
training for accounting and related 
functions in corporate business. 

The program in which many com- 
panies are already participating is a 
means of “trying out” prospective em- 
ployes. It affords the employer an oppor- 
tunity to evaluate the student, and in 
turn the student can determine if he 
likes the work and if he would like to 
join the company. Since industrial in- 
ternships are the first step towards per- 
manent employment, the company in- 
terviews the interested students and 
selects the man or two who appeals most 
as a future employe. 

The type of work periods varies with 
each plan. The summer vacation has 
been the most frequent period utilized 
—the semester or quarter period is fea- 
sible where schools are able to release 
students for a temporary job. 


While colleges are not telling com- 
panies how to use their interns, they ex- 
pect that the intern will be given as- 
signments that will (1) make him work, 
(2) test his native ability, and (3) use 
his classroom training. 

(The CIA Committee on Education, 
through its Control committees, has 
given high priority to the internship 
program as one of its current objec- 
tives.) 


A MATTER OF DEFINITION 


Turning to the question of curricu- 
lum, we encounter a criticism that has 
been directed towards schools of busi- 
ness for not properly defining their ob- 
jectives. It is said that, in order to sat- 
isfy the requests of everybody, they 
now find themselves doing too many 
things for too many people. Certainly, 
to attain excellency in its total program, 
the school must define its objectives. 

Should these objectives include a cur- 
riculum that consists essentially of broad 
preparation or of specialization? Or should 
the educational program encompass a 
balance of broad education supplemented 
by specialization in accounting, finance, 
and related subjects? It would appear that 
the need is for a broad education sup- 
plemented by specialization in the afore- 
mentioned areas, and that the issue is 
primarily one of emphasis. 

It is generally agreed that the basic 
objective of a school of business is to 
train a student to think and to develop 
an inquiring mind. A broad education 
should also enable the student to asso- 
ciate on equal terms with men of similar 
educational background. 

Thus, while the school must place 
emphasis upon educating the student in 
the fundamentals as well as the princi- 
ples of business administration, such 
education must not be confined to tech- 
nical skills, but must be comprehensive 
enough to train the student in inde- 
pendent thinking and to develop his 
capacity for leadership. 


WHAT DOES BUSINESS WANT? 


To answer the question, what does 
business want from the educator, is not 
an easy task, because businessmen them- 
selves provide contradictory answers to 
the question. On the one hand, they 
stress the need for accountants, man- 
agement majors, finance majors, and 
other specifically trained graduates. On 
the other hand, they say “give us the 
student with a liberal education and we 
will do the training on the job.” 

While industry perhaps does not 
know what it wants, spelled out ex- 
actly, it does know several areas in 
which the schools should improve their 
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training of students. A recent question. 
naire prepared by the Committee on 
Education of Controllers Institute of 
America asked firms engaged in recruit- 
ment about the adequacy of controller. 
ship training. The Committee’s purpose 
was to furnish business schools with 
a list of topics which, in the opinion of 
the businessmen, should receive more 
attention. The responses indicated that 
there was widespread need for greater 
emphasis on (1) written communica. 
tions and report writing, (2) decision- 
making (logic), (3) human relations— 
the ability to get along with people, and 
(4) managerial uses of accounting. 
Businessmen should not dictate curricu- 
lum, but they should meet frequently 
with educators to discuss such problems 
as the deficiencies brought out in the 
questionnaire. Out of these discussions 
could emerge a curriculum that is su- 
perior both from the academic and busi- 
ness point of view. The fact that many 
controllers have already been invited 
by business schools to discuss problems 
of business education indicates an en- 
couraging trend towards cooperation. 


FACULTY AND TEACHING 


It is in its relationship to the faculty 
that business will find its greatest op- 
portunity to assist business schools. 

We can all agree that most teachers 
are dedicated and capable instructors. 
It comes, therefore, as something of a 
surprise to read in the Gordon-Howell 
Report that “many school faculties have 
been suffering from a creeping intellec- 
tual obsolescence, although many indi- 
viduals and many schools can be cited 
as notable exceptions.” 

If the foregoing view is accepted, 
then it is clear that improvement must 
start with the present faculties of the 
business schools. For, as the Gordon- 
Howell Report indicates, the present 
faculties are training not only a future 
generation of businessmen, but also many 
of tomorrow’s teachers. 

It has been suggested that one of the 
ingredients necessary for effective teach- 
ing is practical experience, for, as Don- 
ald P. Perry stated in his Dickinson 
Lectures in 1955 at Harvard Business 
School: “Surveys of schools have em- 
phasized a crying need for more instruc- 
tors who can stimulate and arouse stu- 
dents both by their teaching ability and 
also by their breadth of practical expe- 
rience and contact with the business 
world.” 


BUSINESS EXPERIENCE 
AND FELLOWSHIPS 


Business, it appears, has been pre- 
sented with a real challenge to provide 
opportunities to faculty members for 
obtaining practical business experience. 
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This could be achieved by the following 
means : 


1. Internships—which would enable 
faculty member to obtain responsible 
business experience through full-time 
business practice; and 

2. Consulting—which would enable 
businessmen to avail themselves of the 
special skills of a faculty member in 
endeavoring to solve their problems and 
would at the same time broaden the ex- 
perience of the faculty member. 


In each of the foregoing areas, how- 
ever, the business schools must take the 
initiative in approaching business. They 
should acquaint business not only with 
their needs but also with the available 
services. It is clear that in all areas 
there must be better communication be- 
tween faculties and business. 

An opportunity where financial sup- 
port on the part of business will assure 
future improvement in teaching lies in 


EDUCATION FOR TOMORROW’S BUSINESS - Richard Donham 


Is Amevican business education ade- 
quate for the future needs of your com- 
pany? 

The question is of such natural concern 
to all of us that we are likely to forget 
that in all prebability it is not being raised 
in other countries of the world. 

The United States of America, notwith- 
standing current statements by foreign 
and domestic politicians bent upon por- 
traying us as weak, is the world’s foremost 
industrial nation. It is likewise, in the 
sense that we expose more of our youth 
to more and higher level education than 
elsewhere, the world’s foremost educ- 
tional nation. 

Free compulsory secondary education 
goes hand in hand with free high school 
education; with nominal-cost, state-sup- 
ported college education; and with a 
strong social conviction that any boy not 
downright stupid is entitled to go to col- 
lege. 

Furthermore, we in the United States 
are prone initially to recruit our future 
business executives from the colleges and 
later to fill our more responsible man- 
agerial and specialist positions from these 
ranks on the basis of demonstrated ability. 


WHO WILL STUDY FOR 
HONORS IN BUSINESS? 


In an attempt to delimit the field of 
inquiry, then, let us confine ourselves to 
the adequacy of education for those male 
college graduates who will enter business 
in the hope and expectation, both on their 
own part and on that of the hiring con- 
cerns, that they will grow into high-level 
managerial or specialist posts. 

There are as yet no reliable statistics on 
college enrollments for the academic year 


the area of fellowships enabling faculty 
members to pursue studies in the be- 
havioral sciences and obtain their doc- 
torates. While there are many fellowship 
programs in existence, the Fellowship 
Program of the American Accounting 
Association deserves particular mention. 

The AAA Fellowship Program pro- 
vides a most convenient vehicle for any 
company to advance the cause of busi- 
ness education. Contributions are tax 
exempt and are given public recognition 
by an announcement at the Annual 
Convention and by publication in the 
Accounting Review. 

Another means of improving the 
teaching of business subjects is in the 
use of case material. In order to have 
effective teaching, the necessary tools 
must be available. Business could help 
provide these tools by furnishing more 
opportunities for faculty members to 
observe operations and decision-making 
first-hand. 





1960-61. However, the following esti- 
mates, made by rather loose techniques 
of extrapolation, may provide a useful 
idea of the situation. 

There are currently about 3,350,000 
students in American colleges and uni- 
versities. Of these, 2,240,000 are male, 
and 488,000 of them will receive degrees 
this year. 

If the 1959 pattern holds in 1961, 21.4 
per cent of the bachelor’s degrees awarded 
will be in business; 22.6 per cent in en- 
gineering; 21.1 per cent in the natural 
and social sciences combined. At the 
master’s degree level, the corresponding 
percentages are: business, 13.7; engineer- 
ing, 12.9; the sciences, 32.8. 

Degrees awarded to business majors 
will number less than 55,000 at the 
baccalaureate level and only about 6,000 
at the master’s level in 1961. Doctoral 
degrees in business are deplorably few; 
they probably will not exceed 200 al- 
together. 


Briefly summarizing how business can 
assist colleges in graduating students 
who will make a real contribution to- 
wards solving the future problems of 
business, we have the following meas- 
ures: 


1. By making available student in- 
ternships ; 

2. By arranging for faculty internships ; 

3. By arranging with faculty members 
for consulting services; 

4. By assisting faculty members in 
the preparation of case material; and 

5. By supporting the AAA Fellow- 
ship Program. 


Let’s all realize that business has an 
obligation to become acquainted with 
and support collegiate business educa- 
tion, for the simple reason that if the 
quality of collegiate business education 
is not appreciably improved in the fu- 
ture, business will be the principal loser. 





It is readily seen that one of the things 
which makes that opening question difh- 
cult to answer is the fact that, in contrast 
to law or medicine, for instance, business 
absorbs college graduates from nearly 
every field of study. 


EDUCATION FOR THE FUTURE 


There are, nevertheless, some generali- 
zations concerning business education for 
the future on which most of us can agree. 


1. It should be for the future, not for 
the now; 

2. It should be broad and liberal at its 
base; 

3. It should build a bridge between the 
liberal studies, including mathematics and 
the sciences, and the action-oriented field 
of business. 

4. It should postpone a study in depth 
of any specialized field until postgraduate 
years. 

(Continued on page 43) 
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Management Aims in Recruitment 


C. Wesley Rowles, Jr. 


What is the common denominator in 
the range of every controller's responsi- 
bilities? 

W hat is the essential ingredient, over a 
period of time, in the success of any com- 
pany? 

That common denominator, that essen- 
tial ingredient, is people. 


VERY CONTROLLER or financial execu- 
E tive must carry out the duties and re- 
sponsibilities of his position through peo- 
ple—through the organization which he 
is answerable for building and directing. 
He can install the best mechanical and 
electronic equipment. He can adopt the 
very latest techniques and systems. But 
the quality and quantity of the result 
which these machines and systems pro- 
duce is directly dependent upon the cal- 
iber of the people employed to use them. 


THE END AND THE MEANS 

In the final analysis the success of the 
individual controller—indeed, the success 
of the controllership function—hinges on 
the kind of recruit attracted to and trained 
in the particular firm and the general field. 

The recruiting goal of management, 
and of the controller as a part of man- 
agement, was defined by Armco as far 
back as 1919. It is ‘‘to find the man who 


has the particular characteristics and ex- 
perience needed in each place to be filled 
and then to take the total number of men 
so employed and develop them into a 
trained, unified, efficient and loyal team 
who are satisfied with their opportunities 
and their relations with the company.” 

The most common way in which that 
goal is being achieved today is through a 
program of recruiting and training each 
year’s crop of graduating seniors. It in- 
volves getting to those men before they 
have actually received their diplomas and 
left college. 


THE BUSINESS OF 
COLLEGE RECRUITING 


The whole business of college recruit- 
ing is something which many executives 
find difficult to understand and accept. 
But no amount of head-shaking and re- 
flecting that “things weren't like this 
when J got out of school” is going to 
change the fact that college recruiting is 
here to stay. The sooner that fact is ac- 
cepted, adjusted to, and capitalized on, 
the better any recruiting program will be. 

This was borne out by a study that Opin- 
ion Research Corporation made among 
several thousand college seniors. The re- 
search organization found that only about 
one man in six had an after-graduation 
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RECRUIT: When will I finish my 

training period? 

MANAGEMENT SUPERVISOR: The dayg 
you receive your first retire- 

ment pension check! 


job lined up at the time he started his’ 


senior year, but that, by the time gradua- 


tion rolled around, two out of three sen- 


iors had made employment commitments. | 
In other words, the senior year was the | 
period in which most men entered and} 
left the employment market. Furthermore, 
the study showed that about 60 per cent 


of the seniors who did not have jobs at? 


the start of the year did practically no job- 
hunting during the year except through 
the college placement office. 

The only conclusion to be drawn from| 
these figures is that if a company does not. 


recruit on campus—if it sits back and) 
waits for the prospects to simply appear—} 


it runs the risk of having to make its 


selection from among the culls left after’ 


other employers interview at the colleges. 


STEPS IN 
A COLLEGE RECRUITMENT PROGRAM 


The details of college recruiting might 
be reduced to five major steps: 

The first step is the determination of 
the company’s needs; that is, of the num- 
ber and type of men to be recruited. Some 
companies apparently determine this on 


the basis of past experience; for example, | 


a particular company may decide “‘for the 


last 20 years we've hired ten men a year _ 


and that seems to take care of our needs 
nicely.’’ Other companies apparently make 
no prediction of needs, but rather wait 
until vacancies occur before taking any 
action. In the case of Armco, a manage- 
ment needs analysis procedure combines 
drawing on the past with recognizing the 
needs of the present and attempting to 
predict the effect of future developments 
upon manpower requirements. Our pro- 
cedure may not be the most scientific or 
foolproof, but it seems safe to say that 
any systematic analysis is superior to some 
horseback guess made in the light of cur- 
rent business conditions. 

The second step is the selection of 
Schools to be visited. Obviously there are 
a great many possible factors which will 
influence this decision. Among the most 
common are: 
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CHART 1 








FACTORS INFLUENCING SENIORS IN SELECTING 
COMPANIES FOR CAMPUS INTERVIEWS 


CLASSES 1957-1960 


Placement Office Notices 
Company Literature 

Contact with Company Employees 
Other Students 

Faculty Influence 

Parents’ Influence 

Company Ads in School Newspaper 
Reputation of Company 

Alumni Influence 

Type of Work Company Does 
All Other Reasons 





100 200 300 400 500 600 700 
NUMBER OF MENTIONS 








SouRCE: Their First Job After College 1951-60 Nancy C. Ingram & Donald C. Hunt 
University of Detroit 


CHART 2 


FACTORS CONSIDERED “VERY IMPORTANT” 
IN SELECTING A JOB BY SENIORS 
PLANNING BUSINESS CAREERS - 





Chance for advancement 91% 
Interesting work 86 %% 
People you work with 79 7 
Interest company shows 75% 
Working conditions 67 % 
Training opportunities 65 7, 
Security of the job 60 7 
Immediate boss 63 % 
Company reputation 42 7, 
Pay offered 34 7, 
Kind of community 33 7 
Benefits, pensions, etc. 30% 
Industry's prestige 23 7 
Recreational activities 7 7 











SouRCE: Opinion Research Corporation 
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The courses and content of the various 
curricula that are offered. 

The previous experience that the com. 
pany may have had with graduates of a 
particular school. 

Any special campus contacts that the 
company may have. 

The geographic proximity of the school 
to the company plant or office. 


The third step might be described as 
the promotional effort. Practically every 
university has a placement office to assist 
students and employers in getting to- 
gether and most of these offices do an 
effective job of publicizing the visits of 
company recruiters. They may do this 
through notices to all departments con- 
cerned, through the placement office bul- 
letin board, and through the campus 
newspaper or campus radio station. It is 
enough to say that spreading the word of 
a company recruiter’s visit is usually done 
in very thorough fashion on most cam- 
puses. 

Once the student is aware that a com- 
pany recruiter will be coming to the cam- 
pus to interview men from his field of 
study, he goes to the placement office for 
further information. This is normally pro- 
vided through attractive literature that has 
a strong flavor of sales promotion. It may 
also be done through job descriptions. If 
the student feels that he is both interested 
in and qualified for the company’s train- 
ing program or a specific job opening, he 
will sign up for a personal interview. 
Chart 1 shows what several thousand sen- 
iors at a major midwestern university said 
they attached weight to in deciding 
whether or not to schedule an interview. 

The fourth step in a recruiting pro- 
gram is the actual interview on campus. 
Basically the recruiter or interviewer is 
responsible for identifying those men who 
possess the required qualifications and for 
stimulating sufficient interest in the com- 
pany that the student will accept either 
an offer of employment or an invitation 
to visit the plant or home office for addi- 
tional interviews. Since the recruiter must 
do this in a period of from 20 to 30 min- 
utes per man, the job is obviously not one 
for someone who is not well informed. 
Seniors consider company recruiters a 
number one source of pertinent informa- 


tion about employment opportunities. To § 
many students the recruiter is the only | 


contact they have with the company—in 
fact, in their eyes, he zs the company. 

The fifth and final step is the plant 
visit. While some companies permit the 
interviewers to make spot offers on cam- 
pus, the majority of employers ask the 
student to visit the plant or home office 
at company expense. Most outstanding 
graduates today have such a variety of 
job opportunities offered them that unless 
they can make a searching appraisal of 
the company—an appraisal that goes be- 
yond just a campus interview—they will 
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very likely turn their attention elsewhere. 

The purpose of the plant visit is to 
provide both the student and the com- 
pany with an opportunity to take a longer, 
closer look at one another. Compared to 
making job offers on campus, it might be 
considered a brief courtship as opposed to 
an elopement. The typical plant visit lasts 
for one or two days. It probably consists 
of a tour of the office or plant, a series of 
interviews with responsible officials, a 
uick look at the community, and pos- 
sibly some psychological tests. An em- 
ployment physical may be included, par- 
ticularly if there is some question about 
the applicant’s health or physical condi- 
tion. 


WHERE THE RECRUITMENT EFFORTS 
SUCCEED OR FAIL 


The plant visit is all too often treated 
as an isolated event whereas it is really 
the make-it-or-break-it phase of the whole 
recruiting process. It can be assumed that 
the student has a genuine interest in the 
company to have taken time from a busy 
schedule to make the trip. It can be as- 
sumed that he possesses at least the basic 
qualifications for the position. Therefore, 
the plant visit either confirms or refutes 
the initial judgment the company and the 
student made of one another. Thus the 
plant interview should be a logical out- 
growth of all the previous steps. It should 
build upon and augment what has already 
been accomplished. 

The emphasis of the company’s pres- 
entation in its literature, in the campus 
interview and in the plant visit should 
stress those factors that seniors consider 
significant in reaching a job decision. 
Chart 2 shows what a large group of sen- 
iors planning careers in business had to 
say on this point. 


THE CONTROLLER’S ROLE 


In all five of these steps of the recruit- 
ing process, the controller should play a 
prominent part. He may call upon staff 
specialists in the personnel department 
for assistance, but his influence should be 
felt at all stages. A comparison may best 
illustrate this point. 

If the board of directors acted favorably 
upon the controller’s request for a capital 
expenditure of a half million dollars for 
the purchase of electronic data-processing 
equipment, the controller would not be 
apt to turn over a blank check to his com- 
pany’s purchasing department. He would 
want to make exhaustive investigations of 
the various pieces of equipment available. 
He would want to check on the perform- 
ance of these products, particularly in 
comparable situations. In short, he would 
not be likely to make that kind of ex- 
penditure after talking with the salesman 
for a few hours or even a day. 

When that controller talks to a gradu- 
ating senior, he is probably dealing with 
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someone about 21 years old. Assuming 
that the latter works until normal retire- 
ment age of 65, he represents 44 years of 
future productive effort. If he has the 
capacity hoped for, his earnings over this 
period of time should be substantially 
above par. Figuring on an average $12 
thousand a year over that 44-year period 
—certainly not an unrealistic figure by 
today’s standards—it doesn’t take an elec- 
tronic calculator to show that when this 
man is interviewed he represents a po- 
tential expenditure to the company of 
over a half million dollars. 

Obviously the controller ought to give 
the same care and attention to this kind 
of investment as to that involved in the 
purchase of machines or production equip- 
ment. 


TRAINING THE RECRUIT 


Assuming that the controller’s recruit- 
ing efforts are productive and he is suc- 
cessful in getting acceptances to all his 
job offers, he must now turn his attention 
to the problem of training these new em- 
ployes. 

If he reviews what is being done by 
other companies, he might get a picture 
similar to that shown in Charts 3A and 
3B. Two conclusions are obvious from this 
review of the programs of four public 
accounting firms and 12 industrial organ- 
izations. First, that there is remarkable 
similarity among the public accounting 
programs. Second, that there is remark- 
able dissimilarity among the industrial 
programs. 


You will note on this chart that all four 
programs of the public accounting forms 
start with a two- to three-week period of 
general orientation in a central location. 
This is followed by an audit assignment, 
which in the language of training circles 
would be referred to as “on-the-job train- 
ing.” This in turn leads to further audit 
assignments of increasing complexity and 
individual responsibility. In addition, gen- 
eral seminars, regional staff schools, and 
specialty seminars are offered at intervals. 
All four firms make special mention of 
advancement possibilities, not only within 
the field of public accounting but among 
client organizations as well. 

Five of the 12 industrial firms (Chart 
3B page 22) offer on-the-job training 
with rotating assignments for a period 
ranging from 12 to 18 months. That is 
where the similarity ends. 

One company gives all college gradu- 
ates four weeks of general orientation, 
after which the accountants have eight 
weeks of classroom study and 18 weeks of 
on-the-job training with rotating assign- 
ments. Another gives two years of train- 
ing in the internal auditing department, 
while a third gives five weeks of general 
orientation for all graduates followed by 
special assignments for accountants. One 
company offers a four-phase program, ex- 
tending over a two-year period, which 
includes internal auditing, plant account- 
ing, Management control accounting, and 
special assignments. Another company 
states that new men spend four years in a 
program consisting of planned rotation, 

(Continued on page 22) 
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A Western Union Private Wire System 





Interested in streamlining every area of company com- 
munications, and in eliminating costly waste-time? 
Here’s how Western Union helped solve both problems 
for Middle Atlantic Transportation Company. 

Under the old system, trucks were held up while way bills 
and manifests were being prepared manually. Average 
“wait-time” per trip was a serious four hours . . . multi- 
plied by 25,000 trips per year! 

The solution? A Western Union Private Wire System, 
engineered to coordinate with Middle Atlantic’s advanced 
data processing installation. 

Today, this versatile private wire network—transmitting 
400,000 words per day—links New Britain, Connecticut, 
general accounting offices with 14 Middle Atlantic Ter- 
minal points in eight Eastern and Midwestern states. 


Contact is instantaneous ...and always in writing. 


Cargo data, way bills, dispatching information . . . all 
data can now be sped “down the line” in seconds. Ter- 
minal points get information as much as 36 hours before 
the truck arrives. Result? Faster, more accurate planning, 
speedier customer service. Improved “load-and-go” sched- 
ules help save an average of two to six hours per trip! 
And, by using custom-engineered private wires, where- 
abouts of consignments can be determined in minutes. 
Your company can probably benefit from a Western 
Union Private Wire System. It will be custom-tailored 
to your business alone . . . handle all company data with 
error-proof, written accuracy. It can save you time... and 
money. For all the facts, send a collect wire to: Western 
Union, Private Wire Division, New York, N. Y. 


WESTERN UNION .... first in Private Wire Systems 
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and two companies state the case for plac- 
ing men in productive work immediately 
upon graduation. 


TRAINING SHOULD BE A BRIDGE 


In the face of such evidence that there 
is no agreement as to how recent gradu- 
ates should be trained, the writer will not 
presume to offer any formula; he will, 
however, make some purely personal ob- 
servations. 

A company training program should be 
designed to serve as a bridge, a bridge 
from the campus to productive work as- 
signments, which will benefit both the 
individual and his company. To be effec- 
tive it must be an attractive bridge, yet it 
must at the same time be functional. It 
must be attractive because of the intense 
competition among employers for the 
more outstanding graduates. It must be 
functional for two reasons—if it fails to 
deliver trained men for responsible as- 





The many changes which have in- 
creased industry's dependence on the 
higher institutions of learning were sum- 
marized by Professor Raymond W. Mack, 
chairman of the department of sociology, 
College of Liberal Arts, Northwestern 
University. 

He enumerated them as follows: (1) 
Fast population growth; (2) rapid ur- 
banization of the world; (3) segregation 
of work, i.e., living in one part of town 
and working in another; (4) automation; 


signments, the company will not tolerate 
the expense for very long; if it fails to 
offer ambitious men an opportunity to 
assume real responsibilities, it will soon 
have the reputation back on the campus 
of being nothing more than a bit of re- 
cruiting fluff. 


WHAT A SUCCESSFUL TRAINING 
PROGRAM NEEDS 


A successful training program would 
seem to have four very distinct charac- 
teristics: 


First, flexibility, particularly in its early 
stages. The average graduate has not yet 
clearly defined his specific job interests, 
nor have his abilities been proven. While 
the company could hardly be said to have 
a responsibility to conduct a guided, -all- 
expense-paid tour through the entire or- 
ganization, the training program should 
certainly provide a means of identifying 


RELATED READING 


from “Company ‘Education’ Really Is 
Training, GE Man Asserts,” THE CON- 
TROLLER, August 1960, pp. 376-379. 


(5) widespread expectance of a college 
education; (6) growth of the middle 
class; (7) separation of ownership from 
control; (8) change in the political struc- 
ture; (9) interdependence in society and 
in the world, and (10) the welfare state. 

“We are rapidly reaching the point 
where a college education means what a 
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square pegs and round pegs and finding 
appropriate holes for each. 

Second, a training program should offer 
ample opportunity for personal contact 
and coaching by members of management, 
If recruits should not be spoon fed or led 
around by the hand, it should at least be 
recognized that they have not as yet de. 
veloped strong ties and loyalties to the 
company although they are anxious to do 
so. They will contribute best to the effort 
of the team when they have been made to 
feel a part of the team. Furthermore, they 
can learn more effectively by profiting 
from the experiences and mistakes of 
others than from having to repeat the en- 
tire process themselves. 

Third, there should be means by which 
each man’s performance and progress can 
be evaluated and made known to him. \t 
is a human characteristic to want to know 
how you are doing; we want to be told 
about our mistakes when there is time to 
correct them. We want to have an oppor- 
tunity to help determine our own career 
objectives within the company and to re- 
ceive help in achieving them. 

Finally, there must be problems, assign- 
ments, and responsibilities to challenge 
the man while he is being trained. The 
average gtaduate comes to the company 
from the campus full of enthusiasm and 
high hopes. He expects to work hard; he 
wants to work hard. If he is allowed to 
cool his heels for six months or a year, 
doing work a clerk with no education 
could do, the company has only itself to 
blame if he grows dissatisfied. If it can 
keep its trainees running full speed just 
to keep up with the challenge of their 
work, two things will happen. They will 
make substantial progress in a_ short 
period of time and they will be too busy 
to look over any fences to see if the grass 
is any greener on the other side. 

The controller needs to take a critical 
look at the whole recruiting and training 
activity periodically in an effort to con- 
tinue getting the right answer to this key 
question: 

Is he building organization by training 
men, or is he merely stock-piling bodies 
against the day when they might be 
needed ? 





high school education meant a generation 
ago,’ Professor Mack declared. “A col- 
lege education is no longer polish for an 
elite minority; it’s a requirement for a 
middle-class member of the labor force. 
It’s going to be more so with automation; 
the job of tending machines in an auto- 
mated factory takes judgment. What you 
will primarily need in the people you 
want to hire is ability to judge a situa- 
tion, use logic, make decisions. In other 
words, a larger proportion of the labor 
force may be, in one sense, minor man- 
agers and executives. 
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Another Achievement from Monroe: 








The Punched Tape Adding Machine 
Designed By Accountants—for Accountants — 


Compacted into this famous adding 
machine is a concept that is revolu- 
tionizing the accounting profession. 
Here, in a conventional desk-top 
machine, is the means to cut business 
record keeping in half. And time 


saved in your practice means time for 


productive management services, tax 
planning and analysis. Only Monroe 
offers a machine built for account- 
ants, whether their practice is exten- 
sive or limited to just a few accounts. 


COMPARE and you'll choose a SYNCHRO-MONROE Punched Tape Adding Machine 


= MONROE'S EXCLUSIVE FIELD CONTROLS — for field size and selectivity . .. means more 
dollar amounts can be placed on a punched card for lowest processing costs 


COMPACT SIZE — most portable of all makes 


any portion of reference numbers 


FLEXIBLE— more program codes for wider variety of applications 
VISIBLE TAPE SUPRLY — to avoid running out of tape during the job 


TWO NON-ADD BARS — to differentiate fixed information and enable automatic repetition of 


@ LEASE PLAN — as little as $49.03 per month under five year lease, includes excise tax and 
p y 


maintenance, parts and insurance 


= TWO REGISTERS AVAILABLE — for proving Net Pay on payroll checks and proving totals on 


each invoice when using the machine for sales or cost analysis 


= TAPE PROCESSING PROVIDED BY MONROE — or any reliable service bureau of your choice 


You can expand your practice with a Monroe accountants’ machine 
and with Monroe’s tape processing division, Integrated Data Process- 
ing, Inc. operated by accountants and specializing in processing service 
to accountants. Or, use any reliable service center. 

Right now there are more accountants using the Monroe-IDP 
punched tape machine program than all other makes combined. A 
detailed instructional booklet is available for you to study at your 
local Monroe branch office, or write to Monroe Calculating Machine 
Company, Orange, N. J. for a fact-filled brochure. 


Monroe Calculating Machine Company, Inc. Sales and service in principal cities everywhere. General offices, Orange, N. J. [H A DIVISION OF LITTON INDUSTRIES 
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J. Henry Landman 


Tax Highlights of 1960 


The Tax Highlights of 1960 is a selective collection of 
Federal Court and Tax Court decisions, Treasury rulings, 
and federal statutes in the field of taxation in the year 1960 
which should prove helpful in handling taxpayers’ prob- 
lems. They are presented in cryptic form for rapid reading. 
If any of them are pertinent, they deserve reading in their 
entireties (footnotes on p. 54). 


INDIVIDUAL TAXPAYERS 


Accident insurance premiums are de- 
ductible only to the extent that the pro- 
ceeds reimburse medical costs but not loss 
of earnings.1 

Transportation expenses are now de- 
ductible as a business expense under both 
the 1939 and 1954 Codes, but the In- 
ternal Revenue Service continues to op- 
pose deductions for meals and lodging on 
nonovernight business travel under both 
Codes.” 

Tax home is one’s city of residence and 
main office and not necessarily the city 
where one spends most of one’s time.* 

Employes’ per diem travel allowances 
and mileage of $15 per day and 12.5 cents 
per mile for auto transportation are per- 
missive without further accounting.* 

Moving expenses from one city of em- 
ployment to another are not deductible by 
the employe.® 


Marital deduction implemented by a 
distribution of property in kind will be 
taxed at capital gains on the increase in 
value between the date of decedent's 
death and the date of distribution, when 
the residuary formula is used.® 

Charitable gift of a partner's share of 
unrealized receivables yields for him im- 
mediately taxable ordinary income.‘ 

Sale of goodwill of dental and account- 
ing practices yields capital gains.* 

Goodwill is recognized as a capital asset 
for tax purposes in personal service busi- 
nesses, when it is not dependent on an 
owner's personal qualifications.® 

Prepaid interest in the purchase of sin- 
gle premium annuity contracts is non- 
deductible because the transactions are 
sham.1° 

Corporate payments to a stockholder 
may be taxable or not to the latter de- 
pending on the intent of the parties.1 





J. HENRY LANDMAN, Ph.D., J.D., J.S.D., is a New York 
lawyer who heads his own tax law firm which restricts its 
practice to professionally referred tax matters. He is a 
member of the Tax Committees of the National Associa- 
tion of Manufacturers, of the American Bar Association, 
of the New York State Bar Association, of the Federal 
Bar Association, and of the New York County Lawyers’ As- 
sociation (chairman). He is a frequent tax lecturer and 
writer. This is the 12th Tax Highlights Dr. Landman has 
prepared especially for publication in THE CONTROLLER. 
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Fertilizer costs may be capitalized or 
expensed. 1? 

Convention travel abroad expenses are 
denied deduction unless the taxpayer can 
show actual or potential business benefit.13 

Travel expenses are deductible not par- 
ticularly because the taxpayer's employ- 
ment is away from his tax home for an 
indefinite period of time but because in 


all reasonable probability the employe 


believed it would be so.14 

Employer-paid convention costs are not 
taxable as additional income to the em- 
ploye.15 

Convention costs in appreciation for an 
insurance agent’s large volume of business 
are not deductible by the latter.1¢ 


Purchase of life-tenant’s interest by 


remainderman does not permit amortiza- 
tion of the cost over the life expectancy 
of the life tenant according to the Treas- 
ury.17 

Legal life tenant is taxable as trustee for 
remainderman on capital gains realized 
on sale of principal asset.18 
_ Spreading back of income from an at- 
tistic creation starts with the time the idea 
was manifestly conceived.19 

Marital deduction is denied if the will 
provides that the wife would receive 
property only if she were living at the 
time of final distribution, because it is 
terminable.?° 

Stock options after 1959 may not con- 
tain provision for price adjustment to con- 
form with revaluation.?1 

Recovery of past-due interest on “‘flat’” 
bonds is a capital gain.22 

Termination of stock restrictions is a 
taxable event giving rise to taxable in- 
come.?3 

Liquor business expenses in a prohibi- 
tion state are not deductible because they 
are contrary to public policy.*4 

Casualty losses on business or nonbusi- 
ness property alike are amounts by which 
property drops in value but not more than 
basis.25 

Casualty losses may be deducted by a 
life tenant.26 

Copyright and patent sales on license- 
fee basis yield capital gains.27 
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Commission on a real estate broker’ s 
sale of property to himself is taxable in- 
come and not a mere reduction in price.?* 

Transportation costs only to Bermuda 
for convalescence are deductible for pa- 
tient and spouse provided the latter is a 
practical nurse.?? 

Real estate tax paid under protest is 
deductible when litigation is settled not 
when tax is due.®° 

State property taxes may be accrued for 
one year at a time for federal tax pur- 
oses. This new law does not bar double 
deduction by cash basis taxpayers.*! 

Payment by employer to deceased em- 
ploye’s widow is not an excludable gift 
for her as to the amount in excess of 
$5,000.00.82 

Damage settlements of law suits by 
corporate officers are deductible.** 

Medical expenses for dependent par- 
ents, having reached age 65, are deduct- 
ible without regard to the 3 per cent lim- 
itation.*4 

Noncorporate guarantor of corporate 
debt may have business or nonbusiness 
bad debt deduction depending upon cir- 
cumstances.*° 

Dividend credit and exclusion are lost 
if one’s stock is loaned out to a margin 
purchaser.*® 

Trust created in a foreign country is a 
resident alien if the trustee is a resident 
and citizen of the United States and the 
trust holds and trades in United States 
stocks and bonds.** 

Income tax basis of inherited property 
may be higher than estate tax value.** 

Amendatory agreements as to pre-di- 
vorce alimony executed after a divorce 
are deductible by husband and taxable to 
the wife if it is a legal obligation,®® or 
caused by a change in economic condi- 
tions?® and not income, but not deductible 
if made to supplement a pre-divorce prop- 
erty settlement.*1 

Periodic alimony payments continued 
after death are subject to deduction only 
until death, even though payments are 
made thereafter.*2 

Underestimation of estimated tax is not 
excused by reasonable cause.** 

Illegal businesses must nevertheless 
withhold on employes’ wages and impose 
self-employment tax.#4 

Lawyer's fees in a divorce action are 
deductible as nonbusiness expenses if 
they are paid to work out a settlement to 
save special income-producing property.*° 

Tenant who subleases is in a position of 
a landlord to his subtenant with the con- 
sequence that any income therefrom is 
fully taxable.46 

Profit on sale of endowment policy is 
ordinary and not capital gain.47 

Keyman insurance proceeds received by 
stockholder beneficiary may be tax free to 
him.48 

Interest paid to carry single-premium 
insurance policies is not deductible and 
cannot be added to basis.49 

















“He’s so far ahead of the other pupils, he’s already 
having income tax trouble with the Government!” 


Gift of securities to a minor is subject 
to a stock transfer tax but not again when 
the minor reaches the age of 21 years.°° 

Tax penalties do not survive a dis- 
charge in bankruptcy.*! 

Casualty loss may be apportioned be- 
tween life tenant and remainderman,°? 
but where the life tenant restores the asset 
it may be fully deductible by him.** 

Investigative expenses for prospective 
investments are nondeductible personal 
expenses.” 

Merger of two corporate pension and 
profit-sharing plans may effect no tax 
consequences to the employes.®° 


CORPORATIONS 


Entertainment customers are 
deductible when not away from home but 
only to the extent of actual costs.°° 

Depreciation by straight-line and sum- 
of-digits methods is on cost with salvage 
reduced in advance, but declining-balance 
methods (150 per cent to 200 per cent) 
are applied to cost without reduction by 
the salvage method.** 

Spin-offs, split-offs and split-ups of a 
building construction business are tax 
free where the stockholders are hostile to 
one another®® but the spin-off of a hotel 
business from a real estate business is not 
tax free, though each was in existence 
more than five years because profits of one 
business had financed the other.*® 

Asset profits by a corporation during a 
one-year planned liquidation are excused 
from capital gain tax on casualty insur- 


costs of 





ance recovery in the U.S. Court of Claims®° 
but are not in the Tax Court.®! 

Foreign tax credit may hereafter be re- 
stricted to an over-all rather than a per 
country liquidation.®* 

Real estate imvestment trust may now 
be taxed as a regulated investment com- 
pany.®* 

Profit and loss statement and names of 
officers of foreign subsidiaries owned 50 
per cent or more by a domestic corpora- 
tion must be supplied by the latter or else 
lose 10 per cent of foreign tax credit and 
5 per cent more if it persists.°* — 

Four-year limit on exploration expense 
is removed.® 

Exchange of like properties is a tax- 
able event if the property received is then 
held for sale even if the taxpayer is not a 
dealer.®6 

Local advertising charges up to 5 per 
cent of selling price may be excluded in 
computing manufacturers’ excise tax.®* 

Lease of a sprinkler system may be a 
sale with interest computed in the sale 
yielding capital gain.®* 

Freight-in must be treated as part of 
cost of merchandise.*® 

Costs for issuing stock dividends are 
not expense deductions but capital in- 
vestments.79 

Sale of contract right to buy newsprint 
results in ordinary income.7! 

Accrual retailers’ deduction for excise 
fax is payable on installment dates.7? 
Retailers may with the consent of Treas- 
ury, however, prepay retailers’ excise tax 


(Continued on page 54) 
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The Company, the Executive, and the Wife 


Milla Alihan 
and 
James J. Cribbin 


scrutinized and dissected. The ex- 
ecutive has been studied, appraised and 
evaluated. His wife has been told what 
to do, when to do it, and how to do it. 
Rarely has anyone sought to consider 
these three weavers of the executive’s fate 
in their relationships to one another, al- 
though occasionally they are referred to 
as a triangle. We can, perhaps, think of 
them more as a triple partnership, par- 
ticularly since the broad objectives of all 
three are closely intertwined. 


ts a have been analyzed, 


What is it about a company that drives 
the executive to plunge headlong and to 
pour out his energies for its success? 


What fascination does it hold for him? 


What prompts him to spend from 60 
to 80 hours a week serving its interests? 


How is it that he spends more of his 
waking hours in a job-oriented manner 
than he does on all his other activities 
combined ? 


Does necessity drive him? 


A trite but true answer might be that 
he does so for the enhancement of the 
organization, which is coupled with his 
own success, status achievement, and sat- 
isfaction by means of which he builds a 
future for his family. The defect of such 
a response lies not in the fact that it is 
untrue, but rather in the realization that 
its very simplicity conceals many impor- 


chology, 


York State), 





industrial 


tant attributes of the company, the execu- 
tive, and his wife. 


THE CORPORATION 


To an outsider, a business or an indus- 
trial organization is a static complex of 
men, machines and money—all geared to 
profit. But to the executive, an orgagniza- 
tion is a vibrant and vital entity. Each com- 
pany has a unique personality of its own. It 
has its own peculiar history, traditions, 
culture, climate, philosophy, folkways, 
and standards. It is a living, stimulating, 
changing, growing social organism. 

For many years we have looked for the 
so-called ‘economic man’? but we have 
discovered instead that to the executive 
an organization is the setting in which 
dreams are born and hopes are buried; 
where—alongside the machines—human 
virtues, passions, and frailties are ex- 
posed; where loyalties and antagonisms, 
enthusiasms and frustrations, aspirations 
and fears, team spirit and corporate dis- 
cord wax and wane. Here is a true life 
drama which reveals the whole gamut of 
human emotions, even when an ingrained 
sense of decorum nicely cloaks it over 
with the tapestry of propriety. 

Companies differ from each other in 
their total corporate personalities at least 
as much as do individuals. There are 
corporations with personalities which are 
so constricted that the total operation suf- 
fers from hardening of the arteries. Other 





MILLA ALIHAN, sociologist and certified psychologist (New York State 
license), is president of Milla Alihan Associates, New York, engaged 
in management counselling, human relations engineering, industrial psy- 
sociology and public relations. She 
“Human Ecology,” CU Press (1938), and a nationally known guest lecturer. ; 


JAMES J. CRIBBIN, also a licensed and certified psychologist (New 
has been a consultant with Milla Alihan Associates since 
1957. He has also held consultantships with the U.S. Office of Naval) 
Research; U.S. Public Health Department—Division of Mental Health and 
Research Studies; and is consulting psychologist at St. Francis College. 


With particular emphasis 
on the role of the not- 
usually-silent partner 


companies are vigorous and outgoing 
with a dynamic extroversion in their 
make-up. There are fast- and slow-paced 
organizations, autocratic and democratic, 
conservative and radical, moody and 
stable, weak and virile, peaceful and tur- 
bulent. The impact of the corporate per- 
sonality on the executive is so emphatic 
that the question, “Does the executive 
choose the company or does the company 
choose the executive?” is more than rhe- 
torical. 

Departments within a company natu- 
rally tend to take on the coloring of the 
corporate personality, yet they, too, differ 
from each other. The organizational cli- 
mate can vary substantially from depart- 
ment to department and from group to 
group. More specifically, the basic social 
process which determines the success of a 
department may also, to a great extent, 
determine its personality bent. 

For example, due to the flow of 
material and the necessary sequence of 
requisite operations, a manufacturing de- 
partment must depend primarily on dis- 
ciplined cooperation. Hence, there is very 
little room for the deviant individualist. 
On the other hand, a successful sales de- 
partment, while dependent on coopera- 
tion in a broad sense, is usually built upon 
a “spelling bee” type of competitive 
spirit. This kind of individual competi- 
tion is directed inward to stimulate the 
sales force, while team cooperation is di- 
rected outward in order to surpass com- 
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peting companies. Finally, a creative re- 
search department tends to lean in the 
direction of greater freedom and indi- 
vidualism with a concomitant lessening 
of discipline. Here discipline of ideas 
and creativity is exalted rather than one 
of routines and procedures. 

Thus, while all departments must func- 
tion within the broad philosophy of the 
corporation, the frame of reference and 
the outlook within each of these depart- 
ments relate to their basic processes and 
accordingly differ from one another. It is 
just this impersonal but very real tend- 
ency toward differences that often gives 
rise to friction between departments. 

The executive may not always be fully 
conscious of the dynamics of his company 
or department. He responds to them, 
nonetheless and almost unawares he gets 
in tune with the high-geared tempo of 
the organization. The longer he is a part 
of the company, the more enmeshed he 
becomes in its fate and fortunes. To a 
remarkable degree he tends to take on 
the corporate personality, while, at the 
same time, as an executive he helps fash- 
ion and shape that personality. 

In the final analysis, it is the executive 
who sets the tone and pace of his depart- 
ment or organization. The law of gravity 
operates within a company as surely as 
it does in nature. The most casual remark 
of a top executive can have a tenfold im- 
pact as it filters down to the employes. 
His ups and downs of mood ripple out- 
ward in all directions throughout the 
company. Their effects are felt even be- 
yond company walls, as many a wife of 
an employe can testify. 


THE EXECUTIVE 

If the executive is to a degree molded 
by the corporate personality and in turn 
helps to fashion it, what kind of man 1s 
he? 

What are the characteristics that drive 
him and make it possible for him to climb 
the ladder from the lowest rung to the 
topmost? 

Many wordy and more or less erudite 
studies have been made of this rara avis. 
Rather than rehash or redredge the re- 
sults of such studies, let us give you a 
thumbnail sketch of this many-faceted ex- 
ecutive sphinx as we have evaluated him. 

The ideal executive is 


a visionary with an intense dedication 
to a practical objective. 

a bloodhound gifted with inordinate 
persistence. 

a chameleon in his quick adaptability. 

a gambler, who knows when and how 
to take a calculated risk. 

a tumbler in his ability to land on his 
feet. 

4 prophet who sees beyond the horizons 
of immediate profit. 

4 trapeze acrobat in his talent for quick, 
definite, and final decisions. 


a giant with an unquestioned accept- 
ance of self-potential viewed through 
the magnifying glass of his ambitions. 

a powerhouse in energizing others. 

the genius confectioner of the financial 
plum. 

a pioneer and builder with an intense 
and forceful ego. 

the all-knowing, all-seeing master of 
his realm. 

an expert entomologist, specializing in 
breeding butterflies in the stomach 
and nurturing beehives of ideas in 
his brain. 


The successful executive is all these 
things because, to a vastly greater extent 
than the generality of mankind, he pos- 
sesses the five essential /’s that are pre- 
requisites to success. The first is Jvtel- 
ligence. Experience and our test results 
indicate that to be a successful executive 
a man need not be a genius, but he must 





have more gray matter than is given the 
average man. Information is the second 
[. The uninformed executive, and the one 
who has not developed sophisticated 
means for channeling crucial information 
in and out of his office simply does not 
survive, 

Our third / is that of Ingenuity. We 
live in a world which is rather predictable 
in its broad outlines and quite unpredict- 
able in its daily details. Since the ex- 
ecutive’s problems, to a great extent, arise 
from circumstances that often cannot be 
foreseen, he must be ingenious in dealing 
with conditions that can thwart him and 
prove to him the truth of the saying, 
“Man proposes but God only knows who 
disposes.” The next J stands for Initia- 
live. Again, the reported research is clear 
in that the executive has a drive and 
forcefulness that make him stand out 
from the crowd. 

The final J has to do with Integrity. 
Despite the many novels and the various 
distortions of executive life that appear 
in print, it is our conviction that the 
typical executive has a definite value sys- 
tem which gives him a practical integrity. 
This may not always be as simple and 
clear-cut as the integrity that can be 
preached from pulpit or housetop, or even 





discussed theoretically in a university 
classroom, It is a_ practical integrity 
which in the realities of a very fallible 
world enables him to give more than 
lip service to the command, “To thine 
own self be true.” 

Why, then, does the executive capital- 
ize on these five V's? To oversimplify the 
answer, we might reply that it is to attain 
the four P’s. It is evident that the execu- 
tive wishes to secure Possessions and the 
material advantages they represent. It is 
equally clear that he desires his fair 
share of Prestige in a world that is acutely 
conscious of status symbols. Power, too, 
is a legitimate objective of the executive, 
and the things that power represents. The 
fourth is that of Progress or Promotion. 
Few people realize more keenly than the 
executive that to stand still is either to 
slip backwards or to die. 

But there is a fifth P that is more pow- 
erful than these four and which is related 
to them as an objective is to the means for 
attaining it. This fifth is Provision for his 
family and its future, so that it may find 
the world a better place in which to live 
than he himself had experienced it. 


THE WIFE 


It is not strange that the executive, the 
possessor of the many talents we have 
recounted, is strongly affected by his wife 
in his career effectiveness and success. 
More often than not she holds the passkey 
to his progress, and yet she can be the 
most serious deterrent to his advance- 
ment. Whichever way she casts her vote, 
she influences his productivity and there- 
fore the company’s fortunes. 

Management consultants frequently have 
been called upon to assist executives’ 
wives and sometimes their children, on 
the premise that an untroubled executive 
is far moze effective and valuable to him- 
self as well as to his company. Being all 
too human, the executive does not leave 
his personal and family problems behind 
him at home, nor does he lock them away 
in his office files in the morning and pick 
them up again at the end of the day. In 
fact, whatever his problems, family or 
business, they are his constant travelling 
companions, though he may not always be 
fully aware of them. 

Nor is the wife’s path an easy one to 
traverse. She must keep the delicate bal- 
ance between helping and _ interfering, 
between encouragement and impatience, 
between sound interest and excessive emo- 
tional concern. Then, too, her points of 
contact with other managers and their 
families can be of critical importance to 
her husband’s career. 

The day she married the man who will 
eventually become a successful executive, 
she committed herself (perhaps unknow- 


(Continued on page 30) 
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At IBM Research Laboratories 


BREAKING THROUGH THE LANGUAGE 
BARRIER. An experimental IBM translator 
developed for the Air Force has been trans- 
lating Russian into rough but understand 
able English for more than a year. Above 
is the machine’s rotating ‘‘memory” disc. 
It provides the machine a vocabulary in 
excess of 2 million words and phrases. 
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DESIGNING THE BEST MACHINES FOR 
MAN’S USE. IBM Research seeks better 
ways of bridging human and computer 
capabilities. Above, a research psychologist 
studies human reliability and error making 
in perceiving patterns, including number 
patterns, one of the many fascinating sub- 
jects under constant investigation. 
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SUPER-COOLED METALS SPEED RE- 
SPONSE. In general the resistance of 
metals decreases as the temperature is 
lowered. However, there are certain metals 
called superconductors, the resistance of 
which drops abruptly at a critical low tem- 
perature characteristic of the metal. Tak- 
ing advantage of this phenomenon, IBM 
researchers have made devices with on-off, 
or switching, speeds of 2 billionths of a 
second! 











Men have been making electronic parts for 
years. Today, IBM research scientists are grow- 
ing them! 

Inside this quartz tube, in an atmosphere of 
active gases, component parts are built atom by 
atom, through a process called vapor growth. 

It’s an intriguing process—but even more inter- 
esting is the promise that tiny, vapor-grown elec- 
tronic components hold for tomorrow’s computers. 
Data processing systems could be smaller, for one 
thing. And they could do a wider variety of jobs, 
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to shrink future IBM computers 


work faster, and lower the unit costs of processed 
data. 

“Shaping tomorrow in a quartz tube’ 
of the pioneering and creative projects that keep 
our research people busy. At the left you’ll see 
some other current projects. All are exciting 
possibilities for solving problems tomorrow—and 
all are examples of the technological leadership 
that helps make possible the advanced IBM sys- 
tems you use today. 
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Processing is done at our service centers—you only pay for 
actual production time per application. Costs are known in ad- 
vance, results can be counted on because of our depth in—‘“Ma- 
chines—Manpower—Methods”. 

No investment in rental, purchase and housing of machines, 
hiring and keeping personnel, or costly man-hours in working 
out handling methods. 

Payroll Preparation e Sales Analyses e Accounts Payable 
& Receivable e Research Tabulation e Inventory Control — 
and many other statistical requirements, regardless of volume 
can be efficiently and economically handled at R & S. 


We have proved our cost reducing and result getting data 
processing services to a cross-section of American business. 
We'd like to prove them to you— 

Telephone or write Dept C-10 —no obligation of course. 


RECORDING & STATISTICAL 
ORATION 


Executive Offices: 176 Broadway * New York 38, N. Y. 
Operating a nationwide system of regional service bureaus for data processing 


ReS 


New York: 100 Sixth Ave., New York 13, N. Y. WOrth 6-2700 
Boston: 566 Atlantic Ave., Boston 5, Mass. Liberty 2-5365 
Chicago: 223 W. Jackson Blvd., Chicago 6, Ill. HArrison 7-7357 
Son Francisco: 560 Sacramento St., San Francisco 11, Cal. EXbrook 2-4341 
Montreal: 407 McGill St., Montreal, Canada. Victor 2-383) 
Toronto: 439 Wellington S!.. W., Toronto, Canada. EMpire 3-495! 





ingly) to the demanding career of 
working partner, not only of her husband 
but also of his company. Even if she has 


| never set foot on the premises of the 
| company, she is an integral part of this 
| social organism, with her executive hus- 


band serving as the “middleman.” If the 
executive must travel back and forth with 
his problems, she is the one to whom he 
brings them home. She responds to his 
enthusiasms, reflects his fears, shares his 
worries. In large measure the welfare and 
the status of her family depend on the 
company and her husband’s role in it, 


| Hence, her own objectives become inter- 


twined with those of the company and 


| her executive husband. 


To make a success of her career the 
wife-partner must really be endowed with 


| many attributes of an angel. How else can 
| she have an all-embracing understanding 


of a fast-moving, moody, impatient, un- 
predictable, stubborn, preoccupied and 
oftentimes very tired executive husband? 


| The wife-partner keeps her husband se- 


rene and complements him—she does not 


| compete. Deep down in her heart she 
| realizes that she has a part in his life 
| which she, and she alone, can fill. 


As the wife of a very busy executive, 


| she has to be a combination of hostess, 
| efficiency engineer, French chef, fashion 
| expert, psychologist, and accountant, as 


well as a sounding board and astute man- 


| ager of three, four, or five young anar- 
| chists bent on self-expression. 


Only an angel could, on half an hour's 
notice and after a day filled with innumer- 
able chores, arrive at a business dinner 


| looking fresh, gay and chic—as if she 
| hadn’t a care in the world! (Never mind 
| the little anarchists. ) 


The ideal wife-partner is bent on 


| growth to keep up with her husband’s ad- 
vancement. She manages to find time for 


reading, keeping abreast of world events, 


| she knows how to make friends, she par- 
| ticipates in community organizations, and 
| she is an excellent hostess who can subtly 
| maneuver her husband into the spotlight 
| at the slightest provocation. 


She is a working partner, because she 


| doesn’t let her executive husband leave in 


the morning without a serene smile, a 


| sigh of sympathy for the heavy hours 
| ahead of him, and unrestrained admira- 
| tion for his courage in facing the over- 
| whelming battles of the day. 


Finally, like Caesar’s wife, she can do 


| no wrong. There she must stand in all 
| modesty—a shining example in her hus- 


band’s business realm—observed, admired 


| and often imitated. 


A task beyond human expectations? 
Perhaps, yet the majority of the wives of 


| successful executives follow just this pat- 
| tern. Silent partners? No! But, unsung 


and unacclaimed, they go about their busi- 


| ness of weaving their abundant share into 
| the cloth of the triple partnership—the 


executive, the company, and the wife. 
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Electricity lights the way 


...and commercial banks 
play a big part in 
illuminating the nation 


Along city streets, down quiet 
suburban lanes and out across 
the byways that lead to distant 
farms—electricity lights the na- 
tion’s way. 

And commercial banks con- 
tribute. 

With loans and financial ser- 





vices, banks help private compa- 
nies create electricity, distribute 
it and extend power lines to 
new industrial and _ residential 
frontiers. 

On the consumer side, bank 
loans frequently help wire the 
home and provide ready money 
to buy electrical appliances in 
neighborhood stores. 

The Chase Manhattan Bank of 
New York, the leading lender to 
business and industry, is proud 


to be a part of the commercial 
banking system that helps private 
enterprise keep America strong. 


THE 

CHASE 
MANHATTAN 
BANK 


CHARTERED IN 1799 


Head Office: New York 15, N. Y. 
Member Federal Deposit Insurance Corporation 











How the Consultant Rates 


His Worth to Management 


Robert C. Peterson 


GREAT DEAL of confusion exists as to 
the role of the consultant in modern 
business circles. It indicates the need for 
some guidelines to proper use of his serv- 
ices. One cannot even guess as to the dollars 
ineffectively spent on consulting services 
annually but one can try to describe ways 
in which this loss may be averted or at 
least reduced substantially. 


WHEN TO ENGAGE A CONSULTANT 

Succinctly stated, a company engages a 
consultant when it is (a) up against a 
problem of such a highly specialized and 
technical nature that no person within the 
company _is properly qualified to solve it; 
(b) unable to pull a qualified person 
away from his day-to-day routine to 
handle the study of the problem; and (c) 
requires a completely objective answer to 
a problem for which opposing solutions 
have been advanced by various groups 
within the company. 

With regard to the lack of internal 
talent capable of resolving a particular 
problem, it is extremely important that 
top management know the limitations of 
its personnel in areas requiring specialized 
knowledge. This is not a case of manage- 
ment surrendering prerogatives, nor in 
any sense is it a demonstration of incom- 
petence. Today's industrial organization is 
complicated and its operataons are so in- 
tricate that it is not necessary, nor is it 
always practical, for a firm to equip it- 
self with experienced technicians in every 
phase of its operations. 

Let us look for a moment at the small 
company manufacturing carbide cutting 
tools and employing 200 workers. Its 
management realizes that a cost account- 








ing system is required and has the choice 
of hiring an individual with the ex- 
perience and imagination to design a cost 
system or calling in a consultant. The cost 
system will be fairly complicated since the 
processes include the mixing of powdered 
metals according to numerous formulae, a 
pressing operation, a machining opera- 
tion, and a sintering operation. The per- 
son capable of designing a system for 
such a business would demand a fairly 
substantial salaiy, and yet, once the sys- 
tem is designed and installed, it could be 
maintained by a modest-salaried cost 
clerk. Thus, in this instance, it would 
seem logical to call in the specialist rather 
than employ the high-powered technician 
on a permanent basis. 

The second criterion, the matter of an 
executive’s inability to devote sufficient 
time to a project without reducing his 
day-to-day effectiveness is not to be over- 
looked. The present-day executive is gen- 
erally far more valuable in providing the 
over-all steering force within his particu- 
lar jurisdiction than he is in conducting a 
prolonged study of a specialized nature. 
Assume that, in the illustration referred 





ROBERT C. PETERSON is manager of the Management Serv- 
ices Division of Ernst & Ernst in Buffalo, N. Y. He also holds 
the title of district supervisor. He obtained both his B.B.A. 
and M.B.A. from Western Reserve University and has a cer- 
tified public accountant certificate in the state of Ohio. 
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. . . and what help he wants 
if he is to do his best job 


to previously, that the company’s top f.- 
nancial man was capable of designing and 
installing the new cost system. Would 
this not result in his neglecting duties 
which are perhaps more important? 
The third factor, that of objectivity, 
can loom important when the problem 
facing the company is extremely contro- 
versial and when various solutions can 
affect a number of people. As when, for 
example, the company is faced with the 
issues of centralization vs. decentraliza- 
tion, plant relocation, the revision of 
organization structure, or the discontinua- 
tion of certain products. While the con- 
sultant’s technical knowledge and broad 
experience may be the determining factor 
in the decision to go to the “‘outside’’ for 
help, the impartial approach taken by him 
in such studies can be of tremendous sig- 
nificance. 


HOW TO OBTAIN MAXIMUM BENEFITS 
FROM THE CONSULTANT 


Once the company has decided upon 
engaging a reputable consultant, it must 
now conduct itself so as to obtain the 
greatest benefits from the consultant's 
work. He is by nature a tough guy, but it 
is foolish and costly to create an obstacle 
course for him. Taken in sequence, these 
are the steps recommended for obtaining 
the maximum return on dollars expended: 


1. Define the problem as clearly as 
possible. There are, broadly speaking, two 
types of surveys conducted by consultants. 
The one type attempts to identify major 7 
problem areas while the other sets out to 
solve a known problem. Concerning the 
latter type of survey, every consultant has 
experienced the frustrating sensation 
brought about by a hurried and vague 
definition of the problem. Immediate and 
precise outlining of the problem will save 
considerable time and wheel-spinning. 

2. Explain to company personnel the 
purpose of the consultant's visit and re- 
quest their cooperation. Here, it is a mat- 
ter of common sense and courtesy to 
properly introduce the consultant, but 
frequently it is mishandled. “This is Mr. 
Sharp—he's an expert—he’s going to 
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Now... IBM Control Panels 


DEL/VERED 
IMMEDIATELY 


NOW ... IBM CONTROL PANELS 

are available at all of our 192 branch 
offices. A phone call . . . and your panel 
literally comes off the shelf to meet 
your emergency need. 





Call With Confidence . . . because IBM 
alone carries the complete line of 
control panels. 


Behind The Panel . . . is IBM’s liberal 
trade-in policy. In addition, IBM control 
panels may be returned for credit if 
obsoleted by the installation of a more 
advanced IBM system. 


With The Panel. . . you get IBM quality and 
engineering know-how . . . and, most 
important, IBM service. This service is 
provided by men with an intimate knowledge 
of your IBM equipment and systems... 

so they can be genuinely helpful on 

panel problems. 


See CORBIN = 
oo cstenetetenieeneiedancenueuncienianrenter te 
— —— 


So... next time you need a control panel, call 
your IBM office and get immediate 

delivery .. . at new lower prices... from the 
company that designed and built your 

data processing system. 


SA SS lc 


® 





DATA PROCESSING 


Child’s play 


Any person who knows basic arithmetic—even a school child —can 
quickly master the operation of the Friden calculator. The reason? 
Unlike other machines, the Friden has a separate multiplier keyboard. 
One number goes on the main keyboard, the other on the multiplier 
keyboard. A control key is touched, the answer appears. 


Because this exclusive system duplicates the natural method of solving 
arithmetic problems, operators learn the machine more quickly, oper- 
ate it more rapidly, make fewer errors. 


The multiplier keyboard is just one unique feature of the Friden. 
Actually, it performs more figurework steps without operator deci- 
sions than any other calculator. (The Friden is aptly called, “The 
Thinking Machine of American Business.”) Your local Friden Man 
will gladly demonstrate. Or write: Friden, Inc., San Leandro, Calif. 


THIS IS PRACTIMATION: automation so hand-in-hand with 
practicality there can be no other word for it. 


 Iriden 


SALES. SERVICE AND INSTRUCTION 
THROUGHOUT THE VU. Ss. AND WORLD 


© 1961 FRiven, inc. 





show you how to run your department’ jg 
the sort of introduction certain to put 
everyone on the defensive. 

3. Appoint a “project” or “liaison” man 
to work closely with the consultant. This 
is one of the most important steps in 
guaranteeing the success of the study. A 
competent and respected individual within 
the company should be designated as a 
sort of special-project officer for the study. 
This person should know the problem, 
know his company, know where to obtain 
pertinent information, and be capable of 
carrying on after the consultant has fin- 
ished his stay. 

4. Be honest in your conversations with 
the consultant. This, of course, is like say- 
ing to follow the golden rule but it is im. 
portant to furnish accurate information if 
the consultant is to develop the best solu- 
tion to a problem. The good consultant 
tests many possible approaches to a prob- 
lem while on the job. If he mentions a 
technique that has been tried in the past 
and has been found wanting, he should 
be told what took place so that he can use 
the information constructively. 

5. Furnish the consultant with proper 
facilities. The consultant should be given 
top priority to use all facilities and receive 
clerical assistance. If he needs some arith- 
metical computations performed, or some 
historical data obtained, or typing, or 
mimeographing, these services should be 
at his disposal. 

6. Give the consultant adequate time 
to do a good job and don’t pressure him 
for a premature answer. It is better not to 
undertake the project at all if the results 


are to be based on a hurried and incom- § 


plete analysis on the part of the con- 
sultant. Further, continuously pumping a 
consultant before he has explored ll 
facets of a problem may force a hasty pre- 
liminary stand which he then feels he 
must defend in his final report. 

If the foregoing recommendations get 
any reader's back up by sounding #00 
ideal for the consultant, the reader should 
remember that they are only designed to 
maximize a client's chances of the best 
job at the lowest fee—and that all of 
them together are unlikely to be met with 
by any consultant this side of paradise! 


counsel and services 
to management, accountants, and attorneys 


INCENTIVE COMPENSATION, THRIFT, 
PROFIT SHARING, RETIREMENT PLANNING 


feasibility studies, complete plans, 
employee communications 


WILLIAM J. HOWELL 
1144 Tower Road, Winnetka, Illinois 
Hillcrest 6-6324 
This symbolizes the bridge of 
mazimum reciprocity which most satisfies and profits 
both Employer and Employee. 
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THIS NATIONAL SYSTEM paid for 
itself in less than two years. 






“Our Clalional System 
with Card Punch Coupler 


returns 60% annually 


19? 


—tThe Cleveland Electric Illuminating Company 


Representative has done more than 
sell us a system... he showed us 
how to use this system io its full- 
est advantage. 

“With our National 31-W we have 
a faster, more accurate, and far more 
suitable system for data processing.” 


tp her 


Supervisor 

Accounts Payable & Bookkeeping Unit 
General Accounting Department 

The Cleveland Electric Illuminating Co. 
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he 

get e 

Yoo on our investment 
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to Cleveland, Ohio 

est 

b “We are impressed with the savings 

it realized from our National System. 
Elimination of many add-list opera- 
tions, manual key punching, and 

= verification have made the National 
31-W a profitable investment. 

“Our Company has gained more 

than money savings alone. The 

5 National Representative carefully 
helped us select a system which 
would fit into our Company’s ac- 
counting operation. He was ex- 
tremely thorough in his preparations 

% for a smooth installation . . . followed 

‘3 up the installation with helpful sug- 

4 gestions. In short, the National 









THE NATIONAL CASH REGISTER COMPANY, vayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES * 77 YEARS OF HELPING BUSINESS SAVE MONEY 








































































Your local National repre- 
sentative will be glad to show 
you this simple approach to 
efficient data processing. 
Phone him now — it could be 
the most profitable call you 
will make all year. 


*TRADE MARK REG. U. 5. PAT. OFF. 
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DYNAMIC MANAGEMENT IN INDUSTRY* 
By Raymond Villers 


Reviewed by FREDERICK M. EISNER 
Controller 

Weiss & Klau Co. 

New York 


Dr. Villers has written a number of 
books based on his extensive experience 
as a management consultant. In Dynamic 
Management in Industry he embodies the 
results of his special research in new and 
original methods and procedures in or- 
ganization planning, managerial controls, 
break-even analysis, organization of en- 
gineering research, budgeting and profit 
control. 

The book revolves around a new func- 
tion which Dr. Villers calls “management 
science.” This new function is intended 
to help management in its most important 
role—that of decision-making. Before an 
intelligent decision can be made, nu- 
merous and conflicting concepts should be 
presented to the decision-maker in a 
manner expressed in mathematical and/or 
accounting terms and form, clearly and 
simply enough, in as many alternatives as 
may be feasible so that the chosen decision 
will be the sensible one because it has 
been founded upon a sufficient amount of 
qualitative, objective criteria. It should be 
based on measurement—not on guesses, 
rumors, beliefs, appearances or hunch. 
Only by scientific techniques can the 
optimum result be revealed to manage- 
ment as a rational basis for arriving at a 
decision. This reviewer firmly believes 
managers will agree, after reading Dr. 


* Published by Prentice Hall, Inc., Engle- 
wood Cliffs, N. J. $10.00. 
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Villers’ book, that the growth of their 
companies will depend largely upon the 
utilization of the applicable techniques, 
procedures and ideas set forth therein. 

The book illustrates why, through ex- 
amples taken from the author's practice, the 
problem of management is fundamentally 
one of balanced integration—integration 
of human, technical and economic factors 
and balance between the requirements of 
the organization and the legitimate aspira- 
tions of the individuals who make it work. 

The author reviews the progress of sci- 
entific management from Babbage to the 
recent developments of operations re- 
search and electronic computers. 

Each function of an industrial organ- 
ization is calculatingly oriented into its 
proper place in the organization structure; 
the responsibility of the supervisor thereof 
clearly defined; his duties fully discussed ; 
and procedures illustrated to quantita- 
tively measure his performance. An op- 
erations control book containing a full 
set of these performance reports of all 
activities and segments of the business is 
illustrated and aptly described. 

The return-on-investment principle as 
the decisive yardstick of measurement of 
success or failure is covered, and its ap- 
plication even down to product line or 
division of investment featured. Many 
ideas on cost reduction possibilities and 
methods are described throughout the 
book. 

The author presents what he calls 
“opa’’—operations depth analysis. It is 
a procedure for detecting the need for a 
procedural change after some difficulties 
have been encountered, rather than after 
serious problems have been created and 
extensive damages already have resulted. 
It is a stitch-in-time approach—examples 
are given of situations that should appeal 
to the internal auditor and controller who 
appreciate that detection of a procedure 
or method which is wobbling or straying 
from a standard of performance can save 
much time, trouble and expense if cor- 
rective action is taken while the irregular- 
ity 1s in its incipient stage. 
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Another feature of the book is wha 
the author calls the “ToP’’ system—tempo. 
rary operating procedures. This is a sys. 
tem which facilitates the introduction of 
procedural changes in the organization ip 
order to improve its operations. Only such 
changes as would seem to require action 
are advocated rather than disturb the ex. 
haustive listing of existing, well-estab. 
lished routines. The TOP system, because 
of its fundamental flexibility, makes jt 
possible to operate on a trial-and-error 
basis for a short time. Suggestions are en. 
couraged so as to modify the temporary 
instructions that have been issued when. 
ever advisable. 

The subjects of production planning 
control, inventory, make-or-buy, and other 
related matters are so fully treated that 
100 pages out of the 516 pages of the 
book are devoted thereto. The chapter on 
research and development engineering and 
the managerial control thereof will be of 
great interest to controllers in their audit 
of the expenditures by research engineers, 
These individuals, by virtue of their train. 
ing and complacency or indifference to 
accounting matters, must be subtly and 
tactfully made aware of the financial con. 
sequences of the costs of their research 
activities and the necessity of confining 
their time and other costs within the 
framework of the budget appropriation 
for the particular assignment. 


THE CHANGING DIMENSIONS OF 
OFFICE MANAGEMENT* 


In this report, 25 short papers are § 
devoted to the changes which have taken 
place in the office manager’s job—in data 
processing, systems planning, office serv- 
ices, and the design and maintenance of 
office facilities. 


* Published by the American Management 
Association, 1515 Broadway, New York 36, 
N.Y 83:75: 


FEDERAL INCOME TAXATION: TAX 
PRINCIPLES AND TAX PLANNING* 


By Robert S. Holzman 


This book is organized to show the 
practical framework of the tax law and 
how to use it in planning a business trans- 
action, weighing alternative courses of 
action, accumulating data, and justifying 
what appears on the return. The book 
follows the form and sequence of the tax 
return itself, taking the reader through 
the process of determining includable in- 
come, the calculation of deductions and 
exemptions, the application of credits, 
and finally the computation of the tax. 
Considerable attention is paid to impot- 
tant cases and to the legal significance of 
workpapers and business practices. 


* Published by the Ronald Press Company, 
15 East 26th St., New York 10, N. Y. $8.00. 





The new Royal Electric Typewriter has a responsiveness, a feel, that lightens the days 


of busy people. You may be close to buying it. But |ol-3 ie) d= Zl? me (103 (0-0) (7-1 elo 
see all the makes of 


yourself, your secretary, and your company this service: 
electric typewriters. Check them for touch, for printwork, for any other quality you 
wish. Only in this way can you really know the worth of the choice you will make. 








Spotlight on “Conflict of Interest” 


ONFLICT OF INTEREST, which has been 
* known throughout the years under 
many different names is again in the pub- 
lic eye. As a result of the recent headline 
stories, each corporate management should 
prepare to ask, and to answer, searching 

uestions on the subject. With a view to 
inline the fullest possible informa- 
tion in a “no man’s land” of personal 
conscience, a group of New York City fi- 
nancial executives recently held a series of 
discussions on the matter of conflict of 
interest. 

Each of the meetings began with a dis- 
cussion of the subject by George C. Watt, 
partner in Price Waterhouse & Co., New 
York. Mr. Watt mentioned the following 
significant points: 

1. The applicable proxy rule 

There is currently in effect proxy rule 
X-14, Item 7, which covers the matter of 
conflict of interest. It is quite likely that 
this rule will be broadened and con- 
siderable emphasis placed on it during 
the forthcoming Congressional hearings, 
scheduled to begin in the early part of 
1961. In addition to the government in- 
vestigation, the United Shareholders of 
America have sent a questionnaire to 
many of the major corporations seeking 
information on the following points: 

What is the corporation’s current pur- 
chasing practice, particularly with regard 
to competitive bidding? 

Will the company agree to state in its 
annual report that it follows a practice of 


asking for competitive bids? 

Do corporate officers report to the ex- 
ecutive othcer any substantial transactions 
which might be interpreted as conflict of 
interest? 


2. A recent survey 

The National Industrial Conference 
Board conducted a survey which asked 
four questions: 

Can key executives carry on outside 
business activities if these activities are 
not in conflict? 

Does the company have a written pol- 
icy defining conflict of interest? 

What is the company’s position with 
regard to permitting its executives and 
employes to invest in customer or sup- 
plier companies? 

Does the company make an effort to 
uncover conflict of interest situations dur- 
ing its audits? 


3. Establishment of policies 

A company should consider establish- 
ing policies with regard to what it con- 
siders conflict of interest. It is imperative, 
however, that the company give consider- 
ation to the practicality of enforcement. 
Nothing can be quite so harmful as a 
policy which is uninforceable, or so costly 
to administer that it becomes prohibitive. 


4. Definition of policies 


There are a number of places where 
company policy can be defined and made 
available for inspection: 


The following members of the Committee on Special Studies 
and Seminars of the New York City Control of Controllers In- 
stitute of America participated in the preparation of this report: 


Chairman 


ELy FRANCIS 


Assistant Controller 
Radio Corporation of America 


Committee Members 


BEN H. ASKEW 


Assistant to the Treasurer 


International Business Machines Corporation 


R. BARLET BRADSHAW 


Assistant Vice President 
Long Lines Department 


American Telephone & Telegraph Company 


ALLIN B. CROUCH 


ARMANDO J. GARVILLE 


Vice President and Comptroller 


Irving Trust Company 
& y 
Vice President 


Smith, Kirkpatrick and Company, Inc. 


LAMBERT J. GROsS 


CARL M. WAHLBERG 


Vice President and Treasurer 
Combustion Engineering Inc. 


Comptroller 


The Port of New York Authority 
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The board of directors can pass a reso. 
lution adopting a conflict of interest po}. 
icy. State corporation laws should be cop. 
sidered. 

The board of directors can adopt con. 
trol resolutions. Most frequently mid. 
dle-sized companies, where the board of 
directors tends to exercise rather than te. 
strict control over the operations, adopt 
this type of resolution. A control resolu. 
tion would spell out the authority of the 
purchasing agent, the purchasing direc. 
tor, the vice presidents of subsidiary 
companies, vice presidents of the parent 
company, members of the executive com. 
mittee and members of the board of di. 
rectors, and would establish dollar limits 
for each of these management levels. 

The company may obtain each year 
from its top executives a written affidavit 
stating that they are familiar with the 
company policy and that they are not vio- 
lating this policy. The affidavit might also 
be required of lesser employes in sensi- 
tive positions. Conceivably obtaining these 
affidavits would tie in with preparation of 
the proxy statement. 

The conflict of interest policy may be 
stated in the company’s organization man- 
ual. This is quite popular in larger com- 
panies. The statement might cite ex- 
amples of procedures to be followed at 
varying management levels and it would 
probably specify to whom disclosures 
should be made. It may indicate that, in 
the event of a violation, the company’s 
general counsel has final responsibility for 
any legal action and that the controller 
has responsibility for reporting to the 
bonding company. 

Some companies may feel that a policy 
letter addressed to all department heads is 
adequate. This assumes that department 
heads form the lowest level of manage- 
ment to which the letter would be ad- 
dressed and that all executives above that 
level would also receive the memorandum. 
Such a policy letter might serve as an al- 
ternate to the information contained in 
the organization manual or might be used 
in addition to it. 

In some cases, the company may feel 
that it is prudent to issue policy letters to 
all employes. This might be a preferable 
approach if a formal policy is being ini- 
tiated. The policy may also appear in the 
employes’ publication. 

Many companies have conflict of in- 
terest statements spelled out in their pur- 
chasing department procedure manual. 
This recognizes that the purchasing de- 
partment is probably in the most sensitive 





Books, Forms and Studies 


BY FREDERICK M. EISNER, C.P.A. 
Used in teaching his courses on J)ISTRIBUTION 
Cost ACCOUNTING and ConTROLS For Cost RE- 
DUCTION Purposes at the Baruch School of 
Business Administration, City College, N.Y. 
ND SO eo ocr ices ans cneee suns cavescsesaas $15. 
Charles M. Eisner, 70 Linda Ave., White Plains, N. Y. 
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wea and that everyone in the department 
should be aware of his responsibility and 
of the company attitude. 

Some companies issue conflict of in- 
terest policy letters to vendors. The com- 
any defines its policy and indirectly sug- 
gests that it might take legal action if the 
vendor becomes a party to a conflict of 
interest situation. 

In some cases, companies have a con- 
fict of interest statement on the employ- 
ment application. 

There are probably other variations of 
approach to the establishment and publi- 
cation of a conflict of interest policy. 
However, these examples should provide 
a practical guide to those who have some 
responsibility for preparing a recommen- 
dation to management. 


5. Enforcing the rules 

A number of steps can be taken to 
police the rules once they are established. 
Policing procedures should be compre- 
hensive, it should be possible to fit them 
in with normal routines, and they should 
produce the required results at a reason- 
able cost. Some of the practical steps 
which may be taken are as follows: 
Review prices for goods and services 
arranged by the purchasing department. 
This review can be conducted by other 
members of the corporate organization, 
by the internal auditors, or by special ar- 
rangements with the external auditors. In 
any case, the company should have a well- 
defined procedure for this type of scrutiny. 
Review selected suppliers. It is advis- 
able, on at least an annual basis, to list 
annual payments in excess of a certain 
sum to other than nationally recognized 
suppliers or to those not on the prior 
year's audit list. Credit reports should be 
obtained from, and inquiries made in, the 
local financial community as to possible 
inside interests. Tests of prices should also 
be made. 
Review purchasing policies each year. 
The internal auditors should examine the 
files to make certain the latter contain 
competitive bids, explain why competitive 
bids were not obtained, or show that ap- 
proval from a higher authority was ob- 
tained in lieu of competitive bidding. If 
this information is not in the files, the 
internal audit department should recom- 
mend that a definite purchasing policy be 
adopted. 
Rotate, where practical, purchasing 
agents, quality inspectors, receiving clerks, 
and others in sensitive areas. 


(Continued on page 40) 
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lt will cost you 
just $47.50 to buy 
all these books. 








If your present 
records retention 
setup is one of 
those rambling 
structures that 
just grew, you’re 
probably wasting 
many times that 
amount yearly in 
labor and space 
costs for records 
that will never be 
needed. 








The money saved 
on a well-planned 
records management 
program, based on 
the best available 
information (see 
right-hand column) 
will yield a rate of re- 
turn seldom realized 
on an initial invest- 


ment of $47.50. 








CORPORATE RECORDS 

RETENTION: 3 Volumes 
1: A Guide to U.S. Federal 
Requirements . . . . .$10.00 


Federal statutory and regulatory re- 
quirements showing retention periods 
for general corporate, taxation, labor, 
and securities records; specific regula- 
tions for fifteen major industries; plus, 
information on microfilming where 
possible. 


2: A Guide to Canadian 
Federal and Provincial 
Requirements . . . . .$10.00 


Government requirements for busi- 
nesses in general and applicable fields 
such as taxation, labor, trade and 
commerce; specific regulations for 
tweive major industries; quick refer- 
ence tables cross-indexing statutes and 
Provinces. 


3: A Guide to Require- 
ments of State Govern- 
ments of the U.S. . . $20.00 


Over 1,000 pages of easy-to-find infor- 
mation pinpointing retention require- 
ments for business records and quoting 
applicable statutes of limitations for 
all the 50 states and the District of 
Columbia; plus a cross-reference index. 


CASE STUDIES IN 
RECORDS RETENTION 
AND CONTROL... . $7.50 


How 13 companies, whose records 
programs range from simple to elab- 
orate, handled problems of organiza- 
tional responsibility, consultants, pro- 
gram sequence, records inventory, 
appraisal and analysis, vital records, 
microfilming and storage. 








USE THIS COUPON TO ORDER 








O) Vol. 1 ( Vol. 2 (J Vol. 3 1) Case Studies 


NOME occccctevebeseudeoesoesesuaeneedamedios 


FIM. acccccveccstidesdwseucedscaceneameseusen 


() Check enclosed. [J Billme. { Bill my firm. 


Orders from outside continental U. S. and 
Canada must be accompanied by remittance. 











Controllers Institute 


CRE Research Foundation 


2 Park Ave., NY 16, NY 
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“Conflict of Interest” 
(Continued from page 39) 


Audit expenditures reimbursed under 
cost-plus contracts. It must be remembered 
that a cost-plus contract does not neces- 
sarily mean the company is doing business 
with the Government. It should also be 
remembered that this type of contract is 
often associated with building facilities 
and other projects and that ‘t is possible 
to pad material receipts or job time cards. 
Such audits should serve as a deterrent to 
people in the engineering department. 

Periodically review other susceptible ac- 
tivities. For example, the sales department 
may indicate that competition in a certain 
locale is such that price concessions must 
be given. Spot checks may show the na- 
ture of the competition to be such that 
these concessions are actually kick-backs. 

Inquire at local banks and other finan- 
cial institutions to determine if suppliers 
are partially owned by other than the gen- 
erally known or published individuals. 
This, of course, is a very difficult course 
of action to pursue, but, where contacts in 
financial circles are good, there is always 
a possibility that this will yield practical 
results. However, it is acknowledged that 
there are no known procedures for detect- 
ing inside interests if a supplier does not 
wish to reveal his partners or fellow 
stockholders or divulge kick-back prac- 
tices. 


Further points of discussion 


In the discussion which followed Mr. 
Watt's remarks, the following points were 
raised: 


1. How serious is conflict of interest 
with respect, for example, to a banker on 
the board of directors? This could qualify 
as conflict of interest and the record 
should show that the bank is lending 
money to the company at the going rate 
of interest. 

2. When affidavits are obtained from 
the company officers and selected execu- 
tives, the general theme of these affidavits 
should be disclosed at the stockholders 
meeting if the stockholders inquire. Fur- 
ther, a more detailed description should be 
given by the company secretary in the 
event stockholder questions run to par- 
ticulars. 

3. A company must be prepared to go 
beyond obtaining a signed affidavit. It 
can be assumed that anyone who engages 
in such activities would not hesitate to 
lie about it. The company must concen- 
trate on policing its policies. 

4. Generally it can be assumed that all 
companies are opposed to their employes 
investing in suppliers or those companies 
from which it purchases services (and 
company opposition to a financial interest 
in suppliers should extend to the em- 
ploye’s close relatives and dependents). 
However, there is usually no objection to 





Ge 
A\7 
e 





PROGRAM 


Credit Insurance bridges the gap between 
an expanding sales program and a sound 


credit policy. 


Credit Insurance enables you to enjoy 
peace of mind concerning current collec- 
tions. Also, it gives you the opportunity to 
develop profitable business with customers 
with whom you have had little, if any, 


credit experience. 


Ask your London Guarantee Representa- 
tive to explain in detail how Credit Insur- 
ance can solve your collection problems 
and increase sales. Or, if you prefer, write 


£0... 


CREDIT INSURANCE DEPARTMENT 


THE GAP WITH 9, 





MEMBER OF THE PHOENIX OF LONDON GROUP 55 FIFTH AVENUE, NEW YORK 3, NEW YORK 
Over Sixty Years of Continuous Service In Credit Insurance 














open market purchases of another com. 
pany’s stock. 

5. In some companies a very rigid pol. 
icy on conflict of interest is spelled out tp 


all employes, not only when they are hired | 


but periodically. The policy indicates tha 
no gifts may be received at any time 
any employes or members of their fam. 
ilies from prior, present, or prospective 
suppliers, This detailed statement is also 
sent to suppliers. Legal action is threat. 
ened, to the extent that the company puts 
the employes, their families, and the sup. 
pliers on notice that they intend to te. 
cover the equivalent cost of the gift from 
both the employe and the i ic plus 
at least an equal amount in damages, on 
the assumption that the cost of the gift 
was included in the price; recovery of 
wages paid during the period of time that 
elapsed between the receipt of the gift 
and the present; cancellation of all em- 
ploye rights to pensions, insurance, hospi- 
talization, bonus, etc. 

6. Some companies mail a detailed 


questionnaire to selected employes which | 


must be completed and signed. 

7. In some companies the security de- 
partment checks all incoming items. When 
gifts are detected, the employe, his super- 
visor, and the supplier are notified and 
the gift is returned. The only exceptions 
are modest items on which the employe’s 
name has been imprinted. These are per- 
missible when it is considered that the 
cost is small and no one but the recipient 
can use the article. 

8. Some companies check commercial 
delivery services. They obtain the name 
of the store and the donor and then con- 
front the employe and the supplier. 

9. One of the most difficult problems 
involves gift certificates, especially if they 
are made out to bearer and can be con- 
verted to cash. 

10. In any procedure in which a com- 
pany defines a policy and policing pro- 
cedures, it must distinguish between fraud 
and violation of es business ethics, 
although it is conceded that these may 
overlap. 


In approaching the conflict of interest 
problem a company should keep in mind 
the following four basic principles: 


1. A written company policy is desir- 


able, and it should at least be in the or- ‘ 


ganization manual. 

2. The company should have machin- 
ery established to take care of questions. 
This permits an employe to check with a 
specified department or a particular exec- 


utive before he becomes involved in an | 


embarrassing situation. 

3. The company should adopt methods 
of disseminating company policy. Periodic 
letters reminding all employes are useful 
and affidavits from officers regarding 
proxy material are recommended. 

4. Finally, the company should take 
prudent steps to enforce its policies. 
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1] # LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 
















Atanta, Ga. 
(TOP RIGHT) 
Following the custom of several years, 


and Memphis Controls of Controllers In- 
stitute held their annual joint meeting. 
This year it took place on November 22, 
1960 at the Piedmont Hotel with the 
Atlanta Control acting as host. Each year 
the meeting rotates among the four Con- 
trols. 

Seated in the center of the front row of 
out-of-town members and guests is Roger 
A. Yoder, chairman of the board of CIA 
and vice president-finance of the Detroit 
Steel Corporation. To his right is Harold 
§. King, vice president-finance, Nitrogen 
Products Div., W. R. Grace & Co., and 
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CIA director from Region VII, Memphis 
Control. To Mr. Yoder’s left are Steve H. 
Bomar, Southern Area vice president 
from the Atlanta Control and senior vice 
president and secretary-treasurer, Trust 
Company of Georgia; Harvey M. Snook, 
comptroller, Tennessee Coal & Iron Div., 
U.S. Steel Corporation and a CIA director 
from Region VII, Birmingham Control; 
Edward E. Hufft, Jr., comptroller, Krystal 
Enterprises, who is president of the Chat- 
tanooga Control; Hugh W. Fraser, Jr., 
president of the Atlanta Control and 
general vice president of the Citizens and 
Southern National Bank. 


(CENTER RIGHT) 


General view of the dinner which is a 
feature of the joint meeting. At the head 
table (/eft to right) are Benjamin R. 
Makela, Headquarters; Mr. Bomar; Mr. 
Yoder; Mr. Fraser; the speaker of the 
evening, Dr. Sidney Q. Janus, who spoke 
on “Human Abilities; the Knowns and 
the Unknowns’’; and his assistant. 





New York, N.Y. 
(LOWER RIGHT) 


At the December 1 meeting of the 
New York City Control of Controllers 
Institute of America, W. Homer Turner 
(second from the left), executive direc- 
tor, United States Steel Foundation, Inc., 
addressed the luncheon gathering on 
“The Controller’s Role in Managing Con- 
tributions.” Standing with Dr. Turner 
(left to right) are Wilbert A. Walker, 
administrative vice president and comp- 
troller of United States Steel Corporation ; 
Thomas H. Carroll, vice president of the 
Ford Foundation, and president of George 
(Continued on page 42) 
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(Continued from page 41) 

Washington University ; Dr. Frank Sparks, 
president, Council for Financial Aid to 
Education; and John W. Gladson, divi- 
sion assistant controller, Esso Standard 
Div., Humble Oil & Refining Company. 


(TOP RIGHT) 


Other Institute members and officers 
present (front row left to right) were 
Howard L. Letts, vice president and 
controller, Radio Corporation of Amer- 
ica; Warren M. Maule, secretary and 
controller, Cosmopolitan Shipping Com- 
pany, Inc., and chairman of the CIA 
Admissions Committee; L, C. Guest, Jr., 
vice president and controller, General 
Telephone & Electronics Corporation, and 
president, Controllers Institute Research 
Foundation; James F. Lillis, vice presi- 
dent and comptroller, International Tele- 
phone & Telegraph Corporation, and 
chairman of the CIA Management Plan- 
ning and Control Committee. 

(Back row left to right) Also George 
N. Farrand, treasurer, Young & Rubicam, 
Inc., and assistant treasurer, Controllers 
Institute; Stuart W. McLaughlin, comp- 
troller, West Virginia Pulp and Paper 
Company, and Eastern Area vice presi- 
dent, Controllers Institute; and Arthur 
L. Boschen, vice president-finance, Rich- 
ardson-Merrell, Inc. 


Houston, Texas 


(LOWER RIGHT) 


The Executive Committee for the 1961 
Southern Conference of Controllers Insti- 
tute of America, sponsored by the Houston 
Control, at a meeting to discuss finishing 
touches to the arrangements. The Con- 
ference will be held March 2-4 at the 
Shamrock Hilton Hotel, Houston. 

(Seated left to right) Claude C. Harris, 
Jr., vice president and controller of the 
Union Texas Natural Gas Corporation— 
chairman of the Reception Committee; 
W. Duke Walser, vice president of the 
Tennessee Gas Transmission Company— 
general chairman of the Conference; 
C. Milton Allen, controller and assistant 
secretary of the Trunkline Gas Company 
—chairman of the Registration Commit- 
tee; Elden P. Priebe, controller of the 
Tennessee Gas Transmission Company— 
chairman of the Publicity Committee. 

(Standing left to right) A. F. Hagen, 





vice president and treasurer of Shell Pipe 
Line Corporation—chairman of the Inter- 
Control Attendence Committee; Daniel B. 
Lovejoy, senior vice president of the 
Union Texas Natural Gas Corporation— 
member of the Housing Committee; R. H. 
Hughes, controller of John W. Mecom— 
chairman of the Speakers’ Hospitality 
Committee; Russell A. Peterson, assistant 
secretary and assistant treasurer of the 
Union Texas Natural Gas Corporation— 
chairman of the Ladies’ Hospitality Com- 
mittee; and Francis Hughes, secretary and 
treasurer of Texas Gulf Producing Com- 
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pany—chairman of the Arrangements 


Committee. 
* x * 


Others serving on the Executive Com- 


mittee, but not present when the photo- 
graph was taken, include: 

J. R. Imber, vice president-treasurer of 
the Fish Engineering Corporation—vice 


chairman of the Conference; J. E. Bixby, § 
treasurer of the Texas Eastern Transmis- i 
sion Corporation—chairman of the Hoas- § 


ing Committee; Merrill V. Gregory, vice 
president and comptroller of the National 
Bank of Commerce of Houston—chait- 
man of the Finance Committee; and Oral 
L. Luper, controller of Humble Oil & 
Refining Company—chairman of the Pro- 
gram Committee. 
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The Challenge to Business Education (com. jrom page 15) 


Dean Lee Bach of the Graduate School 
of Industrial Administration at Carnegie 
Tech has made the first point forcefully. 
He cites Dr. Edward Teller to the effect 
that in each century since 1650 man has 
roughly doubled his knowledge of the 
world and of mankind in the world. Fol- 
lowing that kind of progression he cal- 
alates that we will learn as much about 
the world in the next century as in all 
revious history and that the change over 
the next 25 years may be nearly as great 
as that of the entire past century. Clearly, 
education for tomorrow, whether for 
careers in business or for other callings, 
must place emphasis on the development 
of students’ thought processes. For what 
we know now will prove to be false, ob- 
solete, or otherwise insufficient for meet- 
ing the future. 

The second point, that education for 
business should be broad and liberal at 
its base, is a closely related one. It has 
been said that there is little which is new 
under the sun; there are simply new in- 
sights and discoveries gained from newly 
combining things already known. 

Whether or not this be wholly true, it 
is apparent that the more limited a per- 
son's knowledge the fewer are the com- 
binations which will become available to 
him. 

What is required is education in the 
liberal tradition. Alfred North Whitehead 
describes its essential content as the prin- 
cipal works of imaginative literature, 
philosophy and art. Milton Katz, director 
of International Legal Studies at Harvard, 
describes it as “an education in the hu- 
manities in the widest sense, including 
mathematics and the sciences, conceived 
as triumphant expressions of the creative 
mind rather than in a narrow, technical 
sense.” 

Mr. Katz goes further, however, and 
defines a liberal education in terms of its 
purposes: The fostering of a spirit of in- 
quity, the cultivation of judgment and 
imagination, humane feeling, a high code 
of personal performance based upon an 
appreciation of human potentialities, a 
capacity for continuing growth. 


BRIDGING THE GAP 
BETWEEN SCHOOL AND BUSINESS 


A semantic error, prevalent today, crops 
up here—that of equating a liberal educa- 
tion with a liberal arts college education. 
The latter may or may not provide the 
former. Fragmentation, specialization and 
pursuit of technical matters have been the 
order of the day in liberal arts colleges 
for some years past and there are only 
now signs of a reversal of these practices. 
_ In this increasingly complex, increas- 
ingly small, world three-dimensional 
thinking is a prerequisite to successful 
assumption of responsibility in business. 
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The three dimensions are: 


1. Time perspective, an appreciation of 
the signifrcance of history, of the impact 
of ideas on men; 

2. Whole-seeing, an ability to compre- 
hend the relationships among variables at 
a given time; 

3. A habit of searching for present and 
future relevancies. Here education—per- 
haps liberal arts education especially—has 
been particularly remiss. 


Too little effort by far—and this is 
pertinent to the third of our generaliza- 
tions—has been made to help the student 
bridge the gap between his classroom ex- 
periences and the experiences which he 
will encounter in the world in which he 
will live and work. Too much knowledge 
acquired in the classroom still is inert 
knowledge fit only, and soon relegated, 
for storage in the mind’s attic. Whitehead, 
the philosopher, put it succinctly, ‘“Knowl- 
edge keeps no better than fish.” 


CONNECTING THINGS UP 
AND “SEEING WHOLE” 

We need educational programs and 
teaching methods which will help students 
to connect things up. To quote Mr. Katz 
once more: 


There is a kind of organic continuity to 
life and to human experience. We may 
say of all knowledge and experience what 
Mr. Justice Holmes said of the law—that 
it is a seamless web, an essentially undi- 
vided and indivisible fabric. . . . There 
can be dignity and rich human meaning 
in the humblest ways of the market place, 
factory or farm, if we have the vision to 
see. We need not allow a liberal education 
to be devitalized by a mood of negation 
and withdrawal. 


Happily, revolutionary developments 
have been taking place at the frontier of 
collegiate education which seem both 
significant and constructively tuned to 
tomorrow's needs. In the liberal arts col- 
leges, the general education movement is 
resulting in an increase in course offerings 
which embrace related subjects and en- 
courage whole-seeing—for example, a 
basic science course dealing with some of 
the fundamental concepts and theories of 
the physical sciences and mathematics. 
These concepts and theories are developed 
through integrated problems from several 
of the physical sciences. The methods 
common to all sciences are illustrated. 

For another example, a course pursuing 
the scientific study of human behavior as 
it derives from man’s psychological en- 
dowment and from the background of 
society and culture in which he lives. It 
utilizes the methods and problems of 
anthropology, psychology, and sociology 














WILSON SENEY 


formerly senior consultant with 
McKinsey & Company, Inc. 


announces 


the establishment of a practice 
including these services: 


* Seminars for executives 

* Participation in in-company 
executive development programs 

* Consultation with clients 


A limited number of registrations will 
be accepted for seminars to be held in 
New York City Jan. 23-27 and Feb. 6-10 
Write or telephone for descriptive literature 
WILSON SENEY 
565 Fifth Avenue, New York 17, N. Y., YUkon 6-5755 





































































GET THINGS 
DONE WITH 
GOOD SYSTEMS 


LEARN 


¢ Work Measurement 

e Survey & Analysis 

e Organization Planning 
e Systems Concepts 

¢ Procedures Writing 


e¢ Techniques and Tricks of 
the Trade 


e Systems Reports 


e How to Run a Systems 
Department 


A new 50-week on-the-job course 
covers 17 basic areas in systems 
work. Prepares you for promo- 
tion. Helps you train assistants. 


This organized plan is a formal 
course, developed by The Foun- 
dation for Administrative Re- 
search, conducted by professional 
systems teachers. Fee $250 com- 
plete. 


This course is marketed by the pub- 
lishers of Systemation Letter a semi- 


monthly bulletin on systems trends 
and techniques. 
Seer a a ere ee a ee a eee { 
I I 
FREE 
I WRITE FOR I 
Portfolio 2000-03 
° - : | 
“Orientation in Systems” ; 


systemation seminar 
ROSS-MARTIN company 


P.O BOX 800.TULSA 1, OKLAHOMA 



















knowledge. 


THE NEW APPROACH 
IN SCHOOLS: OF BUSINESS 


Similarly, some of the undergraduate 


schools of business have developed new 
courses and programs designed to attain 
the same ends—for example, a course 
which studies the origin, processing, use, 
and interpretation of accounting and sta- 
tistical data in business organizations. It 
provides an introduction to fundamental 
techniques of accounting, statistics, and 
financial analysis and examines the ap- 
plication of these techniques to reporting, 
planning, and controlling business ac- 
tivity. Study materials include texts and 
cases describing business situations that 
call for analysis, decision and action. 

For another example, a course called 
“Competition of Ideas in an Industrial 
Society.” The objectives of this course 
include helping the student toward an in- 
telligent awareness of the social, political 
and economic environment in which busi- 
ness operates. The underlying competition 
of ideas and values in this environment is 
stressed. Common themes are those of 
responsibility and the limits to responsi- 
bility—of the individual, of the business 
firm, of the nation; and of the interrela- 
tionships between the business firms and 
various social groups. Values are ex- 
amined both as matters of general intel- 
lectual interest and as matters to be dealt 
with in specific cases. 

For a third example, the general busi- 
ness program of one undergraduate busi- 
ness school. While all member schools of 
the American Association of Collegiate 
Schools of Business have long required 
that a minimum of 40 per cent of the 
credit for the bachelor’s degree in busi- 
ness must be in liberal arts subjects, one 
such school now permits up to 60 per cent 
of its degree credits to be in liberal arts 
subjects. Futhermore, at freshman and 
sophomore levels much of the work must 
be in liberal arts general education courses 
of the kinds just described. 

And a senior seminar is presently under 
development which will bring together 
business school students who have chosen 
to major in liberal arts fields—as, by way 
of illustration, political science, geology, 
Spanish or mathematics—and which will 
raise questions concerning the relevancy 
of each to the others and of all to the 
world of business. 

Whether it be in the liberal arts or in 
business, the most effective education is 


organized in an interdisciplinary synthesis. 

For a third example, a tutorial correla- 
tive reading course for seniors designed 
to give them an opportunity to fill in the 
blanks in their studies, to learn the social 
and cultural implications of the various 
disciplines, and to acquire skill in critical 
and analytical reading. The books are 
chosen to emphasize the interrelations of 


that which juxtaposes the general and the 
particular. This facilitates an intellecty,| 
exploration of a whole subject at th 
same time that it imposes a responsibility 
for putting that knowledge to work in; 
specific situation. It is only at the action 
level that we can prove our principles: 
conversely, action not based on principle 
is erratic and irresponsible. 


NO TIME FOR 
UNDERGRADUATE SPECIALIZATION 


The fourth generalization, that study 
in depth of any specialized field should be 
postponed until postgraduate years, js 
perhaps more controversial than the first 
three. At any rate, it demands some ex. 
planation. 

We must remind ourselves to begin 
with that the same factors which have 
rendered our world more complex and the 
incidence of change more immediately 
felt in all quarters have speeded up im- 
measurably the accumulation of recorded 
knowledge. 

Thus, just as we cannot gain under. 
standing of any subject except as part of 
a whole, neither can we master its disci- 
pline on a part-time basis. The expert 
must devote his full professional time to 
his specialty if he is to keep abreast of 
developments in it—to say nothing of 
contributing to its development. If, then, 
he is to retain his perspective as he gains 
new knowledge in his chosen field he 
must have developed well the liberal 
disciplines prior to embarking on its de. 
manding, challenging, yet narrowing pur- 
suit. 

In undergraduate business programs 
and in those master’s degree programs 
which commence education in business 
subjects at beginning levels rather than 
building on prior undergraduate work in 
business, there just is not time to assure 
the breadth of education and at the same 
time permit specialization. In short, the 
development of a specialist for a careet 
in business should be undertaken mostly 
at the doctoral level. 

Fortunately, an increasing number of 
graduates are going on to graduate busi- 
ness schools. Fortunately, also, the leading 
graduate business schools, however dif. 
ferently they may be going about it, are 
tending more and more to draw upon 
what Professor Frank Pierson calls the 
“contributions of quantitative methods, 
economics, psychology-sociology, and law 
to the principal business functions, to 
management, and to policy-making” in 
their approach to education for business. 
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25¢ per copy 


DESIGNED FOR DISTRIBUTION 
by corporations to high school 
graduates and college under- 
graduates in their recruiting 
areas, this “careers” booklet is 
aimed at attracting students to 
accounting and providing you 
with future accounting person- 


nel, and potential executives. 


You can place your own im- 
print on the booklet if you wish 
to identify your company’s in- 


terest in your community. 





Is your firm telling high school seniors and college students about 
the broad area of accounting careers today to insure having adequately 
trained accounting personnel tomorrow? 


The National Committee on Education of Controllers Institute of 
America has prepared this three-color 16-page booklet to help you 
inform today’s students of the many career opportunities that stem 
from academic training in accounting. The Committee has already 
sent sample copies to colleges, secondary schools and guidance 
counsellors throughout the country. 











Controllers Institute of America 
Two Park Avenue, New York 16, N. Y. 


Send Me. 2.65.6 copies of “Moving Up in Business—A Look at Managerial 
Accounting” at 25¢ per copy postpaid (Check enclosed ) (Bill me later  ) 





HE BALANCE SHEET is the record of a 

corporation’s past, not a guide to its 
future. Clarence B. Randall, writing in 
Dun’s Review and Modern Industry, scores 
the depression-developed counting-house 
mentality of many of the men who today 
are still in management; he blasts an 
earlier generation which put security 
above daring and have bequeathed to 
their successors solvent, but moribund, in- 
stitutions. 

Attacking what he calls “The Myth of 
the Perfect Balance Sheet,’ Randall, an 


Randall Hits the Myth of the Perfect Balance Sheet 


Eisenhower advisor, states that to forecast 
the future of a company by studying its 
financial statements only, without intimate 
knowledge of the personal capacity of 
those who constitute the management, is 
like prophesying the weather without 
knowing which way the wind is blowing. 

Randall, former board chairman of 
Inland Steel, believes ‘the best of state- 
ments may prove nothing but that the 
company still has momentum from what 
has gone before. . . . We concern our- 
selves so much with the question of fi- 
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To you and your organization your personnel 
problem is a special one indeed: that is why 
a talk with one of our highly qualified staff 

. In complete confidence .. . 
valuable in bringing about a prompt and com- 
pletely satisfying solution. 
always is the intimate experience both in ac- 
and personnel servicing for many 
companies, 


Frank W. Hastings, 
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nancial solvency, and so little with tha 
of human solvency.” 

Utilizing the old tale of the king in 
his counting house, counting out his 
money, Randall comments, “there the old 
boy sat, smugly piling up the bullion jp 
neat rows. Incredibly solvent, he owed 
no man a farthing . . . but he was blind 
to what was going on outside the palace. 
He did not realize he was presiding over 
the disintegration of his TH We 
have companies like that, fine old insti. 
tutions with great names and impressive 
records, which begin to fall apart long 
before that sinister fact is recognized by 
the investing public. They, too, are in- 
credibly solvent, but the strength of their 
balance sheet is merely a facade that con. 
ceals the decay within.” 


ALERT FIRMS REACH OVERSEAS 


The investor, Randall says, must re. 
member a balance sheet shows “how much 
money has been spent, but not necessarily 
how wisely the capital has been used.” 
And balance sheets are often deceptive: 

younger companies may have a less 
desirable ratio of assets to liabilities, yet 
their expectancy can be quite superior.’ 
There are other intangible factors. “Crisp 
and uninhibited teaching- -out for new 
markets is now going forward on a world 
scale. Old companies that have stayed 
young, as well as those which—though 
fragile financially—have recaptured the 
daring of our ancestors, are now taking 
the plunge overseas. There lie the great 
new markets of the future. 

“Those who, instead of leaping lustily 
into the struggle of world competition, 
continue to sit smugly’ in the counting 
house, looking comfortably to tariffs and 
quotas to safeguard their solvency, may 
suffer slow strangulation.” 

Nor does the balance sheet reveal 
such hidden difficulties as personal ani- 
mosities within management, nepotism, 
poor health. ‘Another significant area 
where a company’s financial statement of- 
fers no sure guide to its future is its com- 
petence in its own field of technology, 
when compared with that of its competi- 
tors. Research is the lifeblood of industry. 
Growth cannot be superimposed from 
the outside: it has to come from within.” 

In the final analysis, “people are more 
important than things. The annual report 
will give no help in distinguishing the 
prudent from the reckless among the of- 
ficers, or the wise from the merely unin- 
hibited.” One day Randall hopes, we may 
perfect methods to inventory personnel 
and appraise “‘total capacity of the entire 
management group in terms of leadership 
effectiveness.” 
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Book Values Are Different 


for Business and for the Government 


RECENT ANNOUNCEMENT by the 
A U. S. Department of Defense that it 
is selling $220,000 aircraft for $4,000 
and $24 million ships for $600,000 has 
stimulated considerable comment. To ex- 
plain the logic behind such “bargain 
sales,’ the office of the Assistant Secre- 
tary of Defense (Supply & Logistics) has 
pointed out that “in the fiscal year just 
ended, billions of dollars worth of used 
military property was sold at less than 
two cents on the dollar. These statements 
are true but very misleading if you don’t 
know the facts.” 

Typical of the hundreds of combat 
ships being sold is the Enterprise, an air- 
craft carrier which was commissioned in 
1938 at a cost to the Government of 
$24.6 million. The Enterprise saw action 
in the battles of the Philippine Sea, Mid- 
way and Leyte Gulf. Time, technology 
and the strategy of warfare have con- 
demned this ship to the disposal yard. All 
items with current use have been stripped 
and saved, and all that is left is the bone- 
yard skeleton. 

Hundreds of aircraft are being sold, 
typical of which is the B-17 bomber. A 
fine plane when built in 1940, the Flying 
Fortress cost the Government $220,000 
when new. Time, technology and use have 
also overtaken this plane which figured 
so prominently in World War II air 
victories. Old and obsolete, no longer 
able to meet military standards, it has out- 


lived its useful life. Its components have 
been checked to insure recovery of usable 
parts that can be applied to other equip- 
ment. It has no commercial application or 
value, except as scrap metal. 

What is the value of the Enterprise or 
the Flying Fortress? The full measure of 
service has been received and the true 
cost of not having these combat weapons 
can never be calculated. These weapons 
saw long, hard combat use, they helped 
to provide a post-war deterrent to new 
hostilities, and they helped to support our 
post-war national policies. By any stand- 
ard, the return on original purchase cost 
is very substantial; yet on the books of 
the Government the Enterprise is still 
valued at $24.6 million and the B-17 at 
$220,000. In the fiscal year just ended, 
more than $4 billion worth (at original 
purchase cost) of well-used and outmoded 
military property with no commercial ap- 
plication or value as usable property was 
sold as scrap. 

“Government accounting methods do 
not take into consideration the deprecia- 
tion factor,” notes the Department of De- 
fense. “The Government does not de- 
preciate each and every item in DoD’s 
inventory because the task would be tre- 
mendously costly, especially since depre- 
ciation accounting has no effect on the 
operation and efficiency of a piece of 
equipment. Thus, the dollar values mak- 
ing up the multi-billion DoD disposal 
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program represent the original value of 
the materiel when it was first acquired,” 

On the other hand, the Department; 
statement says: “A business organization 
charges off its plant and equipment 4 
their life expectancy diminishes. A cop. 
poration that buys a piece of equipment 


for $50,000 and uses it for several years, § 


each year has taken advantage of the de. 
preciation recorded from using this piece 
of equipment. By doing this, it conforms 
to government tax laws and_ provides 
stockholders with a current reflection of 
the company’s worth. When this business 
organization finally sells a piece of fully 
depreciated equipment, it will show 4 
book profit. When the Government sells 
a specialized military weapon such as 4 
plane or a ship, it can be sold only as 
scrap and the true value of such property 
is the market value at scrap prices, not the 
book price of original cost. 

“Items of used military equipment 
which are counterparts of civilian items 
can be disposed of at considerably better 
prices than strictly military equipment 
such as a bomber or a ship. These coun- 
terpart items are excessed because tech 
nological discoveries have overtaken them 
or because their used condition no longer 
meets rigid military standards. Before 
such items are sold, all other federal 
agencies and civil defense, health and 
education activities are carefully screened 
to determine whether residual utilization 


of the property can be realized. When § 


sold to the public this usable property 
brings various rates of return which range 
upward to 50 per cent or more of the 
original, new condition prices. 

“So, while it is true that the Depatt- 
ment of Defense sells surplus property 
for scrap purposes at two cents on the 
dollar, it is equally true that the final two 
cents received for scrap is additive to the 
very real value reflected by years of com- 
bat and military life. Book values are 
different values for business and for the 
Government.” 


Air Force Reports 
Advance in Programming 


From the August 1960 issue of Comp- 
troller, published by the Department of 


the Air Force, comes the following word , 


of progress in the programming of com- 
puters for report preparation. It is re- 
produced with permission of the comp- 
troller of the Air Force: 


THE PROBLEM OF LEAD TIME 


In contrast to all we have heard about & 


using electronic data-processing systems 
with electronic speed, microsecond stor- 
age-access time and push-button conven- 
ience, the actual application of digital 
computers to management report a 
ration takes considerable lead-time and 4 
great deal of effort. In many instances 
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not only must a program of machine in- 
structions be coded for the report, but 
the coding must have been preceded by 
data systems and procedures work of de- 
fining the problem, setting up its limits, 
determining the exact data — form to 
the system, and finally deciding exactly 
what the output should be. After many 
months of programming effort, a success- 
ful electronic data-processing system re- 
ort application may be so rigid as to 
allow for only minor input-output 
changes and even these may take weeks 
or months to accomplish. 

Applications requiring six man-months 
or more for completion are not uncom- 
mon. Difficult and complex applications 
may require several man-years to com- 
lete. Even after the program has been 
completed, a considerable amount of 
time may be required in updating the pro- 
gram to meet the changing information 
needs that result from new policies and 
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objectives. What is needed is a fast, flex- 
ible, and simple programming system for 
digital computer report preparation. 

In an attempt to solve this problem, 
Headquarters USAF Computer Center 
tested a new business data-processing sys- 
tem called 9PAC. It was developed by 
SHARE, a program-exchange cooperative 
of 1BM 704, 709, and 7090 computer 
users. 9PAC is a first in problem oriented 
languages for the 709 since the system 
user need only specify the programming 
results to be achieved rather than the 
actual machine operations to produce the 
report. Input control cards that describe 
the content and format of the tape data 
file to be maintained or the report to be 
ptepared control the processors which 
compile the computer instructions to do 
the job. 

9PAC performs two main functions— 
namely: file processing and report gen- 
erating. The file processor creates and 


up-dates tape data files, while the report | 


generator writes, in any desired format, 
reports based on these files. 

The biometrics report area currently 
programmed for the 705 computer was 
used for the initial test. It was possible to 
create identical reports using 9PAC lan- 
guage in one case and 705 AUTOCODER 
language in the other. The report result- 
ing from the 9PAC program could easily 
be changed for new specifications of in- 


put data or output format as well as for | 


report categories or content. 

Many 9PAC improvements, refinements 
and new application approaches have re- 
sulted from participation by the Head- 
quarters USAF Computer Center in this 


system test. Although 9PAC has not | 


proven to be the fast, flexible and simple 
business data-processing system that is 
needed, the success experienced to date 
indicates that it is a significant step to- 
ward understanding and using future pro- 
gtamming languages such as COBOL, the 
Common Business Oriented Language. 
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A Conference of Accountants and Two Seminars for Executives 


The 15th Annual University of Tulsa 
Conference of Accountants will be held 
on the University campus April 19-20, 
1961. The Conference theme is ‘‘Dynamic 
Controls Increase Profits.” 

Among the Conference sponsors are 
the Oklahoma Control of Controllers In- 
stitute of America; Oklahoma Society of 
Certified Public Accountants; Petroleum 
Accountants Society of Oklahoma; Divi- 
sion of Finance and Accounting, Ameri- 
can Petroleum Institute; American Society 
of Women Accountants; National Asso- 
ciation of Machine Accountants; Systems 
and Procedures Association of America; 
Department of Accounting, College of 
Business Administration, University of 
Tulsa. 

Carl J. Senger, treasurer and director 
of Warren Petroleum Corporation, will 
act as chairman; Dr. R. W. Haigh, fi- 
nancial vice president of Helmerich and 
Payne, Inc., is program director. 

a 

Two seminars sponsored by Wilson 

Seney, management consultant, will be 


held at the Barbizon-Plaza Hotel, New 
York. The first will be on the subject of 
‘Fundamentals of Finance and Account- 
ing for the Nonfinancial Executive” 
(Monday through Friday, January 22-27, 
1961) and the second will be on ‘‘Man- 
agerial Accounting’ (Monday through 
Friday, February 6-10, 1961). 

Among the seminar leaders, in addition 
to Mr. Seney are: Frank M. Brettholle, 
comptroller, H. J. Heinz Company; Ira 
U. Cobleigh, featured weekly columnist 
for the Commercial and Financial Chron- 
icle and president of Wright & Cobb 
Lighterage Company; Ronello B. Lewis, 
consultant and author of three books on 
financial management; W. Joseph Little- 
field, research director, Controllers Insti- 
tute Research Foundation; John McCam- 
bridge, comptroller, American Can Co.; 
and Raymond I. Reul, coordinator of 
industrial engineering of Food Machinery 
and Chemical Corporation. 

Further details may be obtained from 
Mr. Seney at 565 Fifth Avenue, New 
York 17, Ne ¥: 


New Facets in Educational Fund-Raising 


Talks with managers of corporate giv- 
ing in the Seventh National Conference 
on Solicitations recently held in Cleve- 
land, Ohio, reveal that more emphasis is 
being placed on alumni contributions, 
largely as a step to forestall the need for 
government aid to support educational 
institutions. 

A rising number of companies is match- 
ing dollar for dollar educational gifts 
made by their employe-alumni, following 
the example set by General Electric in 
1955. The maximum is usually $1,000 to 
$2,000 for single gifts. 





Some corporations also match gifts 
from nonalumni employes to colleges and 
universities; others are beginning to in- 
clude private and parochial high schools 
and hospitals in their matching funds 
donations. 

There are also changes in “endowment 
fund giving” to colleges; one midwestern 
company which has heretofore given on 
an unrestricted basis, now specifies that 
its giving will have to be matched by 
equivalent funds raised from their alumni 
or denomination groups. 
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“Outside Research” Increasing on 
Industrial and Government Projects 


In the current corporate race for com- 
pany diversification, new product possibil- 
ities, and new market penetration, many 
companies that cannot afford large re- 
search staffs, and often those that can, are 
farming out their special problems and 
ideas for new processes to independent 
nonprofit research centers throughout the 
United States. The Government also is a 
customer bringing in special work concen- 
trating on fuels and metals for Army and 
Air Force space and underwater vehicles. 
At present about 95 per cent of the work 
being done at these research centers is 
sponsored by outside organizations; five 
per cent is “pure research.” 

The eight largest centers include Ar- 
mour Research Foundation, Chicago, III.; 
Battelle Memorial Institute, Columbus, 
Ohio; Franklin Institute, Philadelphia, 
Pa.; Mellon Institute, Pittsburgh, Pa.; 
Midwest Research Institute, Kansas City, 
Mo.; Southern Research Institute, Bir- 
mingham, Ala.; Stanford Research Insti- 
tute, Menlo Park, Calif.; and Southwest 
Research Institute, San Antonio, Texas. 

Battelle, which has a staff of 2,260, 
handled $23,089,000 of research work in 
1959, up $1,628,000 from 1958. South- 
west wound up its 12th fiscal year on Sep- 
tember 30, 1960 with total billings of $5,- 
080,000, a 13 per cent gain over 1959. 
Midwest expects its 1960 billing figures 
to hit $3.2 million, up 60 per cent from 
1955. Southern’s contracts run around $3 
million volume, 50 per cent of which per- 
tains to health research. 


Don’t Fret! 


The junior executive striving to reach 
the top or the white-collar worker sur- 
rounded by frustration, rather than the 
boss, is the most likely candidate for 
heart trouble. 

During a London conference on the 
health of executives, a panel of distin- 
guished physicians, including President 
Eisenhower's heart specialist, Dr. Paul 
Dudley White, came to the conclusion 
that senior executives were singularly free 
from the possibility of coronary throm- 
bosis. 


olen 


Answering a question as to the physical 
characteristics of the man prone to heart 
ills, Dr. White said: “He’s short, stocky, 
muscular, large-boned, tending to be bald, 
often an athlete. His personality is vigor- 
ous, ambitious and aggressive.” 


The Twain Meet 


East is east and west is west but com- 
puter language, to the uninitiated, is in- 
decipherable on any continent. If you’re 
among the many who think “it’s all 
Greek,’ here’s how a payroll and labor 
distribution block diagram looks in Japa- 
nese: 


Bom BENMLARREOK OD SOV AFA rT Ze 
ABBA? -7RTHRS 








In a manual prepared for seminar use, 
the Nippon Management Association in 
Tokyo reproduced this diagram in a trans- 
lation of several chapters from Apprais- 
ing the Economics of Electronic Com- 
puters* or, as shown on the title page: 


SF HBR FAM | ¥ Hh 
Was it translated by a computer? We 
don’t know. 


* Published by Controllers Institute Research 
Foundation, Two Park Ave., New York 16, 
N. Y. $4.00. 
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Health Accounting Panel 
Formulates Uniform Practice 


The number of health organizations 


competing for the contributor’s dollar is f 


growing fast. About 100 run national 
fund drives now compared with 15 jp 
1940. It is now a billion-dollar industry, 
Proposals aimed at bringing a measure of 


order to the health agency field have been § 


frequent. The latest, under the auspices 
of the National Health Council, is a panel 
of accountants who are devising a uni- 
form method of accounting so contribu. 
tors can see what proportion of their gifts 
goes for such things as fund drive costs 


those afflicted with diseases. Complicating 


an examination of fund-raising costs is J 
the lack of uniform accounting practice F 


among the various solicitors at the present 
Beye 1 
| check 


time. 


Dividend Payments in ‘60 
Reached a New High 


nine months of 1960 on common stocks 
listed on the Big Board, as reported in 
The Exchange, monthly issue of the 
NYSE, were seven per cent above those 
in the 1959 period. Declared disburse- 
ments aggregated more than $7.2 billion, 

Of the 1,125 common stocks listed on 
September 30, a cash dividend was paid 
by 965 during the nine months. Increased 
payments were made by 538 companies; 
370 paid the same amount as in 1959; 
dividends were reduced by 57 companies; 
and 20 companies paid nothing in the 


first nine months of 1960 although they § 


did pay something in ’59. 


The Corporate Image 
in Print and Person 


In the area of printed company mate- 
rials, the annual report was selected as a 
prime source of iaiiation about an or- 
ganization by 87 per cent of the respond- 
ents to a questionnaire sent to financial 
analysts by Opinion Research Corpora- 
tion. Fifty-nine per cent selected prospec- 
tuses, SEC filings, etc. , 

In the area of personal contact, 65 per 


cent of the analysts selected conversation 
with company officials as the most useful / 
means of appraising companies. Second § 


on this list were speeches at analysts meet- 
ings cited by 41 per cent. Only eight per 
cent of the 763 covered named the annual 
meeting as a most useful source. 


One Man’s Meat .. . 


While the practice of magnetic ink en- 
coding of checks in the banking field may 
save time and money for the financial or- 
ganizations, it’s a different story in the 
bank stationers’ field. The professional 
bank stationers have invested hundreds of 
thousands of dollars in new equipment to 
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meet the exacting specifications for print- 
ing magnetic ink. 
Many bank stationers have been obliged 
} to install atmospheric control devices in 
| their plants to insure against distortion 
in paper that occurs when it absorbs mois- 


; ture. 


Personnel in their shops have had to be | 


retrained to handle precision printing 
| that Magnetic Ink Character Recognition 
(MICR) requires and proof readers have 


become inspectors, working with such | 


§ technical equipment as oscilloscopes and 
| stereoscopic microscopes. 

The tolerances that bank stationers must 
» meet under MICR are measured in ten- 
thousandths of an inch. In contrast to or- 
dinary printing, which must meet merely 
an esthetic standard, MICR calls for the 
| imprinting of characters and symbols that 
| must meet the requirements of an electric 
| eye in the reading head of automatic 
| check-processing equipment. 


| “Extras” in the Wage Bill 
Rising Here and Abroad 

Fringe or nonwage benefits such as 
paid holidays, vacations, sick leave, pen- 
sion contributions, Christmas bonuses and 
the like, have increased to the point where 
it is said that these ‘‘extras’” often add 20 
to 30 per cent to the wage bill. This in- 
crease has even become a handicap to 
American industries in competition with 
foreign manufacturers. 

But overseas, according to a study by 
the First National City Bank of New 
York, the fringes are often far broader 
and more costly. 

In Italy the employer's bill for fringe 
benefits adds on the average nearly 75 per 
cent to the wage cost. Employers in 
France contribute more than 50 per cent 
in “‘social charges” beyond the regular 
hourly wages. In Germany the figure 1s 44 
per cent. 

Compulsory contributions to govern- 
ment social security programs are the 
“hard core” of fringe payments abroad. 
They date back to the adoption of acci- 
dent and sickness insurance in Germany 
under Bismarck in 1883-84. Other bene- 
fits include family allowances, housing 
subsidies, health and recreation schemes, 
training grants, free or subsidized meals 
and free coal. 


What Motivates Merger Talk? 

Mergers in recent years have turned up 
some strange bedfellows but the Camp- 
bell Soup/Pepperidge Farm combination 
is one of the few that sounds like a good 
deal—or should we say meal? What goes 
together better than appetizing soup and 
wholesome bread ? 

In the fiscal year ended July 31, 1960, 
Campbell earned $39.9 million on sales of 
$516 million while Pepperidge boosted 
sales to $32 million in fiscal 1960 from 


$25 million in 1959. That's super mar- | 


keting! 
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Fou whot its worth... 


How fixed 
are “fixed” 
assets? 


Adapted from One of the Clients’ Service Bulletins of The American Appraisal Company 


The mere mention of the term “cur- 
rent assets” brings to mind such 
items as cash, inventories, and ac- 
counts receivable. These assets are 
considered short-lived, mobile and 
changeable; yet, during their com- 
paratively short life, an accurate ac- 
count is kept of each item until it 
clears through the records. 


Trend to relocation 


Can “‘fixed’”’ assets—the plant it- 
self, buildings and equipment— go 
through a metamorphosis and 
emerge as assets necessitating sim- 
ilar financial control? By time- 
honored precedents, manufacturing 
facilities have, until recently at least, 
been designated as ‘“‘fixed” with all 
the permanency, long life and im- 
mobility that the word implies. 

In recent years many plants have 
relocated to take advantage of more 
favorable sources of raw materials, 
better transportation, available labor 
and nearness of markets. Existing 
equipment is also subject to acceler- 
ated obsolescence, abandonment, 
changes in use, reconstruction or re- 
placement. Are such assets “fixed” 
in view of the existing trends to im- 
provement or change? 


Properties ‘‘on the move” 
With the possible exception of land, 
‘fixed’? assets are not fixed in the 
sense that they are permanent. Some 
future event or decision of manage- 
ment may cause the continued use 
of the ‘‘fixed” assets to be termi- 
nated more quickly than anticipated 
because of sale, abandonment or 
obsolescence. 

In this era when plant properties 


—often the largest item on the bal- 
ance sheet—can be said to be on the 
move, it is desirable to provide for 
their control and accounting as effec- 
tively as for current assets. This is 
possible through basic unit property 
records kept constantly up to date 
to reflect changes that have actually 
taken place or that may be contem- 
plated by management. 


* * * 


American Appraisal Service furnishes up- 
to-date, authoritative information about 
assets, including the adequacy of deprecia- 
tion provisions. Conclusions are reached 
only after careful consideration of all factual 
data. An American Appraisal report repre- 
sents more than 60 years of experience in 
the field of valuation for purposes of taxes, 
property control, accounting, insurance and 
corporate financing. 


Th AMERICAN 
APPRAISAL 


Company® 
SINCE 1896...LARGEST...MOST WIDELY USED 
Home Office: Milwaukee, Wisconsin 


Atlanta Cincinnati Kansas City New York 
Baltimore Cleveland Jacksonville Philadelphia 
Boston Dallas Los Angeles Pittsburgh 
Buffalo Detroit New Orleans St. Louis 
Chicago San Francisco 


Canadian Appraisal Company, Ltd. 
Montreal and Toronto 


(or ern emncen ne enereeeieng aianereneaeenrimne ] 
| The American Appraisal Co., Dept. C | 
| 525 E. Michigan St., Milwaukee 1, Wis. | 
Without obligating me, please send me | 

your Booklet No. 504, ‘‘Fixed Asset | 
Accounting.” | 
| NGME. 2. cc ceccccecessoocecescocececece | 
| 
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D-\ilibes... ucseaeusaeuenas Wiis nian 
| eiscuceiiennaiaanecaiianeiatialals aad 






TOP MEN ... 

George D. Gee, formerly executive vice 
president of Interstate Securities Com- 
pany, Kansas City, Mo., was elected presi- 
dent. . . . Raymond D. Balcom was 
recently elected president of Forbes Litho- 
graph Mfg. Co., Boston, Mass. He had 
been vice president-manufacturing. 


MR. BALCOM 


NEW CONNECTIONS .. . 


James E. Adams has assumed the re- 
sponsibilities of treasurer of the Benson 
Manufacturing Company, Kansas City, 
Mo. . . . Dante C. Fabiani was recently 
elected executive vice president of Crane 
Co., Chicago, Ill. . . . Houston Chemical 
Corporation, New York, has made R. N. 


Johnson its financial vice president. . . . 
Gordon C. McNown has joined Signode 
Steel Strapping Company, Chicago, III., as 
controller. . . . American President Lines, 
San Francisco, Calif., recently announced 
that George H. Schreiner would become 
its vice president and treasurer. 


MR. McVEY 


PROMOTIONS . . . 


William D. Heller has become executive 
vice president and general manager of 
Revlon International Corporation, New 
York. . . . J. J. Laputka recently became 
vice president-finance of Air Products, 
Inc., Emmaus, Pa. . . . Arthur M. Moren 
is now controller of Reinsurance Corpora- 


MR. SCOTT 


FORMER CONTROLLERS RISE TO TOP 


Robert S. McNamara is the newly appointed Secretary of 
Defense in President-elect Kennedy’s cabinet. Previously 
president of Ford Motor Company, Detroit, Mich., his ear- 
lier responsibilities in the company had included the con- 
trollership function. . . . Lynn A. Townsend, formerly con- 
troller and group vice president of international operations, 
was recently named administrative vice president of Chrysler 
Corporation, Detroit. . . . The National Association of 
Manufacturers’ newly elected president, John W. McGovern, 
has stated that his ‘‘flair for accounting” is what set him on 
his business career. He spent 40 years with United States 
Rubber Company, rising from the cost control department 
to the presidency. He retired earlier this year but remains 
on the Board and on the Executive Committee. 
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tion of New York. . . . F. W. Mayer is 
treasurer of B. F. Goodrich Company, 
Akron, Ohio. 

Frank McLoughlin has been named vice 
president and treasurer of Union Square 
Savings Bank, New York. . . . Ronald 
L. McVey was recently elected executive 
vice president of Tennessee Gas Trans. 
mission Company, Houston, Texas. Mr. 
McVey is a past president of the Houston 
Control of Controllers Institute and has 
served as a director and vice president of 
the organization. 

The election of Philip W. Scott as ex. 
ecutive vice president of The Budd Com. 
pany, Philadelphia, Pa., occurred recently, 
He is a past director and vice president of 
Controllers Institute and before moving 
to Philadelphia had served as president of 
the Cleveland Control. . . . Walter A, 
Smith has been named to the new post of 


executive vice president of Formica Cor. § 


poration, Cincinnati, Ohio. Mr. Smith is 


MR. WALTER A. SMITH 


a past president of the Cincinnati Control 
of Controllers Institute. . . . The news 
of the election of William J. Smith as 
financial vice president of Coates Board 
and Carton Co., Inc., Garfield, N. J., was 
announced recently. . . . Tidewater Oil 
Company, Los Angeles, Calif., recently 
elected James D. Willson as financial vice 
president. 


COMPANY CHANGES... 

Canadair, Ltd., Montreal, Quebec, Can- 
ada, recently announced the appointment 
of Frederick R. Kearns as executive vice 
president for sales and finance. John B. 
Hunter succeeds Mr. Kearns as comptrol- 
ler of the company. 


NEW DIRECTORS... 

George V. Myers, executive vice presi- 
dent, Standard Oil Company (Indiana), 
Chicago, III., was elected to the board of 
American National Bank and Trust Com- 
pany of Chicago. ... A. B. Dilworth, 
senior vice president of Northern Natural 
Gas Company, Omaha, Nebr., was elected 
a director of his company. 


ADDITIONAL DUTIES... 

Alex Arnold is now vice president and 
controller of Motorola, Inc., Chicago, Ill. 
. . . The election of Robert W. Boyd as 
secretary and controller of Weyerhaeuser 
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Company, Tacoma, Wash., was announced 
recently. . . . Donald P. Else was elected 
vice president and comptroller of Ameri- 
can Motors Corporation, Detroit, Mich. 
_,. Fairbanks, Morse & Co., Chicago, 
Ill, has elected Bjarne R. Eng as treasurer 
and controller. . . . William E. McKenna 
is now Vice president, treasurer and con- 
troller of Litton Industries, Inc., Beverly 
Hills, Calif. 


SPEAKERS . . . 


- Among the speakers at the Profitability 
Accounting Seminar of the Detroit Re- 
search Institute, held recently at the Park 
Shelton Hotel, Detroit, Mich., were: 
V. Leonard Hanna, vice president-finance 
and treasurer, Fenestra Incorporated, De- 
troit, Mich., and Frank P. Coyer, Jr., 


controller, Kelsey-Hayes Company, De- 


troit, Mich. 

Harold T. Rappe, treasurer and director 
of finance of Sealright-Oswego Falls Cor- 

ration, Fulton, N. Y., addressed a meet- 
ing of the National Association of Machine 
Accountants in Syracuse, N. Y., on the 
subject of ‘“What the Machine Accountant 
Can Do for the Financial Officer.” 


Ely Francis, assistant controller, Radio | 
Corporation of America, New York, was | 
guest speaker at a meeting of the National | 


Association of Accountants in Springfield, 
Mass. He spoke on “Increasing the Effec- 
tiveness of Reports to Management.” 


Joseph Pois, vice president and treas- | 


urer, Signode Steel Strapping Co., Chi- 


cago, Ill., will be one of the speakers at | 


the American Management Association 
Seminar on Corporate Cash Management 
to be held January 9-11 at the Hotel 
Astor, New York. . . . The guest speaker 
at the AMA Seminar on “How To Use 
Graphics to Communicate Financial Facts 
... Figures . . . Ideas More Effectively’ 
will be George Mann, assistant to the 
comptroller, the Budd Company, Phila- 
delphia, Pa. The dates are January 17, 19, 
24, 26, 31 and February 2, 1961 at the 
Hotel Astor, N. Y. . . . David W. Chap- 
puis, controller of Celanese Corporation 
of America, New York, will be one of 
the speakers, January 25-27, at the Savoy- 
Hilton Hotel at the AMA seminar on 
“Effective Management Control Through 
Responsibility Reporting.” 


EXTRACURRICULAR ACTIVITIES .. . 


C. G. Schiesz, controller of the Budd 
Company, Philadelphia, Pa., recently 
served as lecture-leader at a series of five- 
day seminars on controllership, sponsored 
by the National Development Foundation 
of South Africa, held at Johannesburg, 
Union of South Africa. . . . Serving on 


committees of the Illinois State Chamber | 


of Commerce this year are: Oliver W. 
Tuthill, vice president and comptroller, 


Illinois Bell Telephone Company, Chicago | 


(Education Committee), and Joseph B. 
Lanterman, president American Steel 
Foundries, Chicago (Finance and Bud get). 
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CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER 
should be received in the editorial offices of THE CONTROL- 
LER, Two Park Avenue, New York 16, N. Y., before the 
first of the month to affect the following month’s issue. For 
instance, if you desire the address changed for your March 
issue, we should be notified of your new address before 
February 1. Be sure to include your postal zone as well as 


your old and new address. 





How to EXPAND 
Clerical Controls 
Without EXPENDING 


for 
Extra Facilities 








STATISTICAL 


TABULATING CORPORATION 


Established 1933 


TABULATING - COMPUTING - CALCULATING 
+ TEMPORARY OFFICE PERSONNEL 


TYPING 


CHICAGO - NEW YORK - 





ST.LOUIS - NEWARK - 





Today, there’s no reason for any com- 
pany to pass up the speed, savings and 
accurate business controls made possible 
by clerical automation. 

STATISTICAL’s low-cost data- 
processing service makes the advantages 
of automatic techniques available to 
any company—large or small. 

If you do not have tabulating equip- 
ment, STATISTICAL provides the 
methods, manpower and machines to 
process the reports you need on a pay- 
as-used basis. This gives you all the 
benefits of electronic data-processing 
without the expense of installing more 
equipment and hiring extra help. 

For companies with tab departments, 
STATISTICAL can help save time and 
money on overloads and special assign- 
ments, and supply computer service 
to tie in with conventional equipment 
for still greater economies. This computer 
service is also available for initial 
programming, for overloads or for 
continuing work that does not warrant 
your own installation. 





Ask for brochures covering 
these specific services: 

Computer Service 

Sales Analysis 

Inventories 

Accounts Receivable and Payable 

General Accounting 

Production Planning 

Payroll 

Insurance Accounting 

Association Statistics 

Market Research Tabulations 


+ + + + HH OH OF 











Write or phone for full details 


General Offices: 

53 West Jackson Blvd. 
Chicago 4, Illinois 
Phone: HArrison 7-4500 


CLEVELAND - LOS ANGELES - VAN NUYS 


KANSAS CITY - SAN FRANCISCO - SAN JOSE - PALO ALTO - MILWAUKEE - PHILADELPHIA - DALLAS 





Tax Highlights of 1960 


(Continued from page 25) 


on selling price when they buy the mer- 
chandise.** 


Forced sale of stock is not involuntary 


conversion and hence yields capital gain 
or capital loss.™4 

Condemnation gain is recognizable be- 
cause a renting parking lot is not ‘‘similar 
in service or use’ to a corporation owning 
a rental warehouse.7® 

Prepaid income is taxable in the year of 
receipt except where it is specifically pro- 
vided for as in prepaid subscriptions.*¢ 

Post-merger loss carryover is not avail- 
able to the business entity that does not 
survive.*? 

Change from quantity to dollar-value 
Lifo inventory is a change in accounting 
and therefore requires formal Treasury 
approval.7§ 

Corporate real estate mortgages are not 
subject to taxes when they are corporate 
liabilities reflected by promissory notes, 
just like bonds, debentures and corporate 
securities.7® 

Corporations that elect to be taxed as 
partnerships under Subchapter S are not 
entitled to extensions of time to elect 
same.8° 

Profit-sharing plans may buy endow- 
ment policies for its workers without los- 
ing their tax exempt status.*! 

Philanthropic foundations to give schol- 
arships to children of employes are tax 
exempt.®* 

Private charitable foundations may bor- 
row to build up capital.** 

Employment agency fees are once again 
declared deductible.*4 


Excise taxes are not payable on portion 
of merchandise that is equivalent to ad- 
vertising rebates.8° 

“Market” discount, as over against “‘is- 
sued” discount on state and local tax- 
exempt bonds, is not exempt interest.*¢ 

Real estate corporation may be a sham, 
and asa consequence, is a sole proprietor.** 

Liability for manufacturers’ excise tax 
is incurred on selling date irrespective of 
accounting method.8* 

Legal expenses for collecting property 
insurance proceeds are deductible.®® 

Income-producing social activities do 
not defeat tax exemption of an alumni 
association.9° 

Prepayment of next year’s feed require- 
ments is a deductible business expense.*! 

Interstate retail sales via independent 
salesmen are subject to sales tax.” 

Bonus treasury stock paid to an em- 
ploye does not result in corporate in- 
come. 

Automobile depreciation for dealers is 
not allowed unless proved to be that of 
demonstrator automobile property.®* 

Sales proceeds in an instalment sale 
must include payment of mortgages, liens, 
accrued interest and taxes in determining 
whether the first annual payment is be- 
yond 30 per cent of selling price to decide 
qualifications for a tax instalment sale. 

Tax instalment reporting may be used 
for revolving credit plans.®° 

Correcting one item is not an account- 
ing method change requiring Treasury 
permission.®* 

Pre-ruling on 


conferences employe 





forecasting . . 
unit . . . clerical work schedules. . 


There’s no obligation. 


60 East 42nd Street 
New York 17, New York 





A New Dollar Saving Tool For Controllers . . . 
HOW WORK MEASUREMENT INCREASES OFFICE PRODUCTIVITY 


Now office work measurement can work for you as effectively as factory 
work measurement does for the works manager. With special work measure- 
ment techniques developed exclusively for clerical situations, you can 
appreciably increase office efficiency, while eliminating excessive expenses. 

When properly planned and implemented, a clerical work measurement 
program not only immediately helps reduce unnecessary personnel, but 
also gives you accurate answers to such administrative problems as labor 
. machine and forms utilization . 
. and salary evaluation. And, it gives 
you a firm basis for a continuing effective and economical office operation. 

Learn how the proven techniques of the Frank M. Knox Company can 
help you to put clerical work measurement procedures to work cutting your 
office expenses. Send for your free copy of Clerical Work Measurement. 


The Frank M. Knox Company, Inc. 
Management Consultants 


. . finding cost-per-work 


1405 East 6th Street 
Cleveland 14, Ohio 








benefit plans are now strictly limited.% 

Charitable contributions do not reduc 
percentage depletion.®® 

Capital gain in a one-year corporat 
liquidation yields exempt income to th 
corporation. Hence, any local tax there, 
is not deductible. It will yield, howeve; 
a smaller liquidation amount.1% 

Gain from fire insurance proceeds j 
taxable to corporation going through ; 
one-year liquidation.1°1 

Lack of formal plan to liquidate dog 
not vitiate the one-year plan of liquids. 
tion.19? 

Cost of self-constructor’s equipmen| 
cannot be depreciated currently.1° 

Involuntary conversion is effected in; 
condemnation of part of realty and a sal 
of the remaining part.10 

Sales tax and accounting fees on the 
purchase of business assets must be Capi. 
talized and are recoverable only by depre. 
ciation.1% 

Embezzlement loss is not restricted 


mepeenees 








to year of discovery but may be post 
poned tu year when recovery cannot be 
achieved. 106 

Contingent salary contracts do not ne- 
essarily assure deductibility of high sal: 
aries,107 


TAX PROCEDURE 


Divisible taxes such as withholding an 
social security taxes when paid in full con. 
stitute grounds for refund claim and thus 
bring into issue the entire proposed de. 
ficiency.1°8 

Property interests under state law con 
trol order of liens with the result that 
contractors’ and subcontractors’ liens pre 
ceded those of the Treasury. 

Revenue agent can be forced to testify 
for the taxpayer.11° 

Tax additions to income, estate and 
gift tax returns for late filing and for 
underpayment of estimated income taxes 
may be assessed without the issuance of 2 
90-day letter.111 


FOOTNOTES 


*R.R. 59-393; contra Heard, 59-2 U.S.TC. 
Para. 9627. 
ages by 
62(2)(c). 

°W. P. Schreiner, D. Ct. Neb., August 18, 
1960. 

*R.R. 60-282. 

° Arthur W. Fischer, T.C. Memo. 1960-188 

* R.R. 60-87, I.R.B. 1960-10,18. 

*R.R. 60-352. 

*R.R. 60-301; 
A.E.T R. 1161. 

*R.R. 60-31. 

” Knetsch, 272 F(2d) 200, affirmed US 
Sup. Ct., November 14, 1960. 

* Morison, T.C. Para. 7755(M). 

2 Sec. 6 of P.L. 86-779. 

8 Reed, 35 T.C. No. 25; R.R. 59-316. 

* John H. Harvey, C.C.A.-9, Para. 60-5225, 
C.C.H. 

“Thomas v. Patterson, Para. 59-5218, P-H. 


216, March 15, 1960; Section 


Masquelette’s Estate, 5 


19 





59. 
* Rudolph, D.C. Texas, Para. 9707, C.CH. 
" Fry, Jr., 31 T.C. 522 (Nonacq.). 
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sWeil v. U.S., 180 F. Supp. 407; U.S. v. 
De Bonchamps, C.C.A.-9, April 21, 1958. 

® Richardson, 14 T.C. 547. 

® Shicca, 35 T.C. 14. 

ORR. 60-242. 

2RR. 60-284. 

2T 1.R. No. 248. 

* Smith, T.C. Para. 7341, C.C.H. 

%T.D. 6445, January 15, 1960. 

* Steinert, T.C. Para. 7177, C.C.H. 

“RR. 60-226. 

% Daehler, C.C.A.-5, June 29, 1959. 

® Max Carasso, 34 T.C. No. 65. 

% Consolidated Edison Co. of N.Y., C.C.A.-5, 
Para. 9485, ©. Ft. 

Sec. 6 of P.L. 86-781; H.R. 12536. 

PT IR. 252. 

% Guttmann, 5 A.F.T.R.(2d) 1137. 

4*PL. 86-470. 

®R.R. 60-48. 

*R.R. 60-177, I.R.B. 1960-19, 8. 

*RR. 60-181, I.R.B. 1960-19, 16. 

8% Ford v. U.S., Ct. Cl. April 6, 1960. 

*R.R. 60-140. 

RR. 60-141. 

“RR. 60-142. 

@R.R. 60-121. 

® Ruben Estate, T.C. Para. 7409; Code Sec- 
tion 6654(a). 

“R.R. 60-77. 
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SQwens, 5 A.F.T.R.(2d) 348, reversing 
T.C. Memo. 1958-103, following McMurtry, 
32 F. Supp. 114; Baer, 196 F(2d) 646; and 
Bowers, 243 F(2d) 904. 

“ Voloudakis, 5 A.F.T.R.(2d) 563, affirm- 
ing 29 T.C. 1101. 

“Com. v. Percy W. Phillips, C.C.A.-4, Feb- 
ruary 20, 1960. 

*Ducros, 4 A.F.T.R.(2d) 5856, reversing 
30 T.C. 1337, contra Golden 113 F(2) 590, 
25 A.F.T.R. 429. 

* Chapin, 4 A.F.T.R.(2d) 5911. 

*R.R. 58-73, C.B. 1958-1, R.R. 60-12, I.R.B. 
1960. 

Mighell, C.C.A.-10, Para. 9202, C.C.H. 

8 Steinert, 33 T.C. No. 52. 

% Bliss, 256 F(2d) 533. 

* Walet, C.C.A.-5, April 2, 1959. 

®R.R. 55-423, C.B. 1955-1, 41; Letter Rul- 
ing to Federal Paper Board Co., Inc., January 
13, 1958 and April 23, 1959. 

* Al J. Smith, 33 T.C. No. 97. 

"RR. 60-8, LR.B. 1960-2, 8. 

* Coady, 33 T.C. No. 87. 

*R.R. 59-400. 

© Towanda Textiles, 5 A.F.T.R.(2d) 702. 

" Kent Mfg., 33 T.C. No. 105; R.R. 56-372, 
C.B. 1956-2, 187. 

“@ PL. 86-780. 

“H.R. 10960. 

“Sec. 6 of P.L. 86-780. 

“PLL. 86-594. 

* Sec. 1031; Black, 35 T.C. No. 13. 

* Secs. 1-3 of P.L. 86-781. 

“Starr v. Com’r (C.C.A.-9), December 29, 
1959. 

"D. Loveman & Son Export Corp., 34 T.C. 
No. 80. 

“R.R. 60-254. 


% Mansfield Journal Co., C.C.A.-6, Para. 
9262, C.C.H. 

* RR. 60-229. 

* RR. 56-261. 

*R.R. 58-11, C.B. 1958-1; American Nat- 
ural Gas Co. Para. 60-658 Ct. Cl. P-H; Dear 
Publication and Radio Co., Inc., C.C.A.-3, Para. 
9263, C.C.H. 

® McCaffrey, C.C.A.-3, Para. 9271, C.C.H. 

*T IR. 205, January 19, 1960, following 
Automobile Club of New York, Inc. 32 TC. 
No. 79, contra Bressner Radio, Inc., 267 F(2d) 
520. 

™ Hutchens Metal Products, Inc., C.C.A.-8, 
June 30, 1960. 

8 F, S$. Harmon Mfg. Co., T.C. 
C.C.H. 


Para. 7489, 


 Tensen, Inc., March 4, 1960, reversing 173 


F. Supp. 762, 3 A.F.T.R.(2d) 1973. 
* R.R. 60-183. 
* RR. 60-83. 
* Chase, T.C. Memo 1960-49. 


8 A. Shiffman, 32 T.C. 1073 (Acq.), I.R.B. | 


1960-16. 

* T.ILR. No. 231, cancelling R.R. 60-158. 

* General Motors Corp. v. U.S., Ct. 
May 4, 1960. 

*® TLR. 230, May 18, 1960. 

* Melvin J. Leary, D.C. M.D. Ala. N. Div. 
April 1, 1960. 

* RR. 60-175. 

"U.S. v. Pate, 1 A.F.T.R.(2d) 1530, 
(C.C.A.-10) ; Ticket Office Equipment Co., 20 
T.C. 272; contra Towanda Textiles, Inc. v. 
OS. Gt. El. 

*” R.R. 60-143. 

** Cravens, 4 A.F.T.R.(2d) 5984. 

” Scripto, Inc. v. Carson, Sup. Ct., March 21, 
1960. 

Hercules Powder Co., Ct. Cl. Para. 9257, 
C.C.H. 

“R.R. 60-15, I.R.B; 1960-3. 

* R.R. 60-52, I.R.B. 1960-6. 


CE, 


% Consolidated Dry Goods Co. v. U.S., D.C. | 


Mass., February 5, 1960. 

* The O. Ligquidating Corp., T.C. Memo. 
1960-29. 

*°R. Proc. 60-1, I.R.B. 1960-8, 26. 

® F.H.E. Oil Co., 3 T.C. 13; and U.S. Potash 
Co., 29 T.C. 1071, Acq., I.R.B. 1960-9, 8. 

1 Hawaiian Trust Co. Ltd., 4 A.F.T.R.(2d) 
5941. 

Kent Manufacturing Corp., 33 T.C. 930. 

1 Powell’s Pontiac-Cadillac., Inc., D.C. N.J., 
February 6, 1960. 

RR. 59-380, I.R.B. 1959-49, contra Great 
Northern Railway Co., 30 B.T.A. 691. 

1% Masser, 30 T.C. 74; R.R. 59-361, I.R.B. 
1959-45. 

7° Shainberg, 33 T.C. No. 28. 

° RR. 59-388. 

1% Adams Tooling, Inc., 33 T.C. No. 9. 

8 Steele, 280 F(2d) 89; following Flora, 
60-U.S.T.C. Para. 9347. 

® Durham Lumber 
Aquilino 80 U.S. 1279. 

4° Shippen, C.C.A.-5, December 15, 1958. 

11 PL. 86470. 


Ga: 80 US. 1282; 








IT’S A WAY OF LIFE NOW! 

A new, 28-minute, 16-millimeter color movie has been 
made by the Internal Revenue Service especially for TV 
viewing. It depicts such recent developments as the intro- 
duction of the electronic processing of returns. The film 
seeks to acquaint taxpayers with IRS activities as well as 
show their own rights under the law. It is said that the film 
cost the Service a sum approaching $43,000. Tax free? 
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Cee? TE Ot fea 


Long established, multiplant company 
is seeking an experienced comptroller 
40 to 50 years of age. Must have a 
record as an administrator and as a 
trainer and motivator of subordinates. 
Functions include costing, budgeting, 
general accounting, internal auditing, 
tax supervision, systems and proce- 
dures and profit planning. Must have 
exceptional ability to organize. Should 
have knowledge and experience in in- 
tegrating newly acquired companies 
and in handling the accounting in sub- 
sidiaries. One adept at forward plan- 
ning. Here is an opportunity for a 
leader in his profession with a highly re- 
garded company making acquisitions. 


Box D 2483, THE CONTROLLER 
Two Park Ave., New York 16, N. Y. 











EMPLOYMENT * SERVICES * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each | 


insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 


1 column-wide inch including 2 words for box | 
number. Closing date 10th of preceding month. | 


| entation of final results, as well as fol- 
| low-up services provided by the institute. 


Address box number replies to 
THE CONTROLLER 
Two Park Avenue, New York 16, N. Y. 
Replies will be forwarded. 





SITUATIONS WANTED 





ACCOUNTANT-CONTROLLER 


16 years’ experience, 12 years as assistant | 


controlier, office manager and cost account- 


ant, 4 years CPA experience in analyses and | 
statistical surveys. Study and install appro- | 
priate accounting systems. Multiplant con- | 
solidated statements, taxes, interim financial | 
reports. B.S. in accounting, married, age 35. | 


Salary $10,000 to $12,000. Box 2405. 


CONTROLLER-TREASURER 
Financial-Systems Analyst-CPA 
Corporation administrative executive offers top- 
level extensive background functioning with 
management group. Practical experience in- 
ciudes organization planning, banking relations, 
acquisitions, mergers, SEC reports; developing 
expansion and cost-expense reduction programs, 
analyzing and interpreting costs, budgets, sys- 
tems and surveys, all taxes. Multiplant process 
industries, transportation, import-export com- 
modities, chain stores, securities, real estate, 

financing enterprises. Box 2431. 


CONTROLLER 
FINANCIAL EXECUTIVE 


Corporation executive offers 
ground with national manufacturer. Practical 
experience in financing, financial reporting, 
cost reduction programs, all taxes, budgets, 


insurances, renegotiation, SEC reports, and | 


general corporate planning. Box 2482. 





NOTE: Tue Conrro.“uer reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 
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Battelle Outlines Contract Research Procedure: 


HE FIRST IN A SERIES of illustrated 

statements on contract research for in- 
dustry has just been published by Battelle 
Memorial Institute, Columbus, Ohio. 
Titled ‘Procedures of Contract Research 
for Industry,” this first statement serves 
as a point of departure for the series, 
which is oriented ,toward executives in 
industry who have varying degrees of de- 
cision-making responsibility for research 
and development programs. 

“Procedures of Contract Research for 
Industry’ describes in a step-by-step 
manner the relationship existing between 
the client and the research institute, be- 
ginning with the initial meeting of the 
two parties and progressing beyond the 
successful completion of a specific project. 
Phases of this relationship discussed in- 
clude the preliminary conferences between 
the client and the research institute that 
precede the initiation of a research proj- 
ect; conferences among institute special- 
ists to define the research objective and 
evaluate possible approaches; the con- 
tractual agreement between the research 
institute and the client; actual conduct of 
the research; reports to the client while 
the research is in progress; and the pres- 


In inaugurating the series, Battelle 
points out that while the combined f 
cilities of the nation’s contract researh 
Organizations are impressive, in acy) 
number there are few such groups. Asy 
result, many executives with a responsibi}. 
ity for managing research programs hay: 
only a limited understanding of contrag! 
research procedures. The series is an at 
tempt to more clearly define the unique 
character of the contract research Organi. 
zation and the procedures it employs ig 
meeting the growing demands of industry 
for research. 

Other statements to follow in the series 
will cover the administrative controls of 
contract research by which the client 
maintains control of the project’s objer. 
tive, scope, timing, and cost, but is re. 
lieved of technological administration, 
The series will also include significant 
case histories on contract research and 4 
discussion of the complementary relation. 
ship between the research institute and the 
research staff within a given industrial 
organization. 

** * * 

Copies of the first brochure are avail 
able from the Publications Office, Battelle 
Memorial Institute, 505 King Avenue 
Columbus 1, Ohio. 





Drug Firm’s New Retirement Plan 
Links Pension to Profit Sharing 


NEW APPROACH to retirement plans 
A has been adopted by Baxter fem 
tories, Inc., to give its employes the stabil- 
ity of a pension plan with the growth 
benefits of a profit-sharing plan. 
Under the ‘Baxter Profit and Stock- 
Sharing Retirement Plan,” as it is called, 
company contributions will be invested in 


| Baxter common stock. The company will 
| contribute a minimum of six per cent of 


its profits before taxes to the plan, but 
more if it is needed to provide for its 
minimum contributions based on the pen- 
sion portion of the plan. 

Employes contribute two per cent of 
their monthly earnings that are subject to 
Social Security taxes and four per cent of 
the rest of their salary. These employe 
contributions will be invested in a diversi- 
fied list of stocks and bonds. 

If a participant’s account in the plan at 
retirement is more than enough to provide 
the minimum benefit, the excess will be 
used to increase the monthly retirement 
income. When this happens the plan will 
be operating as a profit-sharing plan. 
Benefits are variable, depending on the 
value of a participant’s account at retire- 
ment (or death, or disability, or termina- 
tion after specified periods in the plan). 

If the account value is not enough to 


provide the minimum, the company will 
make up the difference. If this should 
happen, the plan would be operating asa 
pension plan. Thus, there is a floor under 
the retirement benefits through the mint 
mum benefit provision. But there is no 
ceiling due to the profit-sharing features, 

The company’s contribution is allocated 
to participants’ accounts each year, on the 
basis of each one’s deposits during the 
period, on a sliding scale based on 
length of service. This favors employes 
with longer service. 

The plan became effective January | 
1960, to make the first company contribu. 
tion on profits for the entire year, Pat 
ticipants’ deposits began on their first 
pay day after July 1, 1960. Other parts of 
the program, such as new life insurance, 
temporary disability, and medical café 
plans, also began July 1. 

“The new plan is designed to enable 
employes to share in Baxter's growth, 
says President Lincoln R. Dowell, “with 
built-in guarantees for retirement security,” 
This is a plan for a company wishing t@ 
fulfill its social responsibilities in our dy, 
namic free enterprise system.” 

Baxter, with its Travenol, Hyland and 
Flint-Eaton divisions, manufactures phat 
maceuticals and medical equipment. 
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